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ADMINISTRATION AND OPERATION OF CUSTOMS 
AND TARIFF LAWS AND THE TRADE AGREEMENTS 
PROGRAM 


TUESDAY, OCTOBER 2, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Customs, TARIFFS, AND 
RecrerocaL Trape AGREEMENTS OF THE 
Commitrree oN Ways AnD Means, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the com- 
mittee room of the House Committee on Ways and Means, Hon. Burr 
Harrison (acting chairman) presiding. 

Mr. Harrison. The committee will please come to order. As our 
first witness this morning, we are happy to have with us Dr. Arthur S. 
Flemming, Director of the Office of Defense Mobilization. 

Good morning, Doctor. I wish you would please identify for the 
record your associates. 

Mr. Fiemmine. Thomas R. Baldwin, Deputy General Counsel, 
Office of Defense Mobilization, and Harold Gresham, Special Assist- 
ant to the Director on Foreign Trade. 

Mr. Harrison. You may proceed in your own way, Doctor. 


STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION, ACCOMPANIED BY HAROLD GRESHAM, 
SPECIAL ASSISTANT TO THE DIRECTOR ON FOREIGN TRADE, AND 
THOMAS R. BALDWIN, DEPUTY GENERAL COUNSEL, OFFICE OF 
DEFENSE MOBILIZATION 


Dr. Ftemmine. Mr. Chairman and members of the committee, I am 
glad to appear before this subcommittee in connection with its broad 
study of our customs and tariff laws and the trade-agreements pro- 
gram. I understand that you desire a description of the duties and 
responsibilities of the Office of Defense Mobilization which might 
contribute to such a study and the procedures followed by us in dis- 
charging our responsibilities. 

As you know, the Director of the Office of Defense Mobilization 
has been charged with the responsibility for the coordination of all 
mobilization activities of the Government and for the direction and 
control of operations under certain mobilization statutes. That re- 
sponsibility includes the determination of a mobilization base ade- 
quate and adaptable to varieties of emergency conditions ranging 
from mobilization without an attack on continental United States to 
mobilization accompanied by damaging attacks on the continental 
United States. When we refer to the mobilization base, we refer to 
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that combination of people, materials, facilities, and equipment that 
would be available to deal with an emergency situation. 

It is clear, of course, that mobilization base requirements for an 
emergency that involved an attack on continental United States would 
be drastically different from those for an emergency that did not 
involve such an attack. We are authorized to use various forms of 
Government assistance to encourage private industry to install addi- 
ney capacity necessary to complete and to maintain the mobilization 

ase. 

While it can hardly be questioned that the development and mainte- 
nance of a well rounded and flexible mobilization base is an impor- 
tant national objective, no one would seriously argue that efforts to 
achieve any single national objective can be made without due regard 
for the requirements of other basic national programs. That mobil- 
ization programs should be considered in the light of other executive 
programs was recognized by the President in the Executive order out- 
lining the responsibilities of the Director of the Office of Defense 
Mobilization. This order created a Defense Mobilization Board to 
advise the Director consisting of the heads of the Departments of State, 
Treasury, Defense, Interior, Agriculture, Commerce, and Labor, the 
Federal Reserve Board, and the Federal Civil Defense Administration. 
All mobilization programs having national impact are discussed and 
reviewed by that Board, assisted, when appropriate, by heads of other 
affected agencies. As with other national considerations the effect of 
mobilization programs on our foreign economic policies has always 
been carefully considered in this forum. 

Because foreign trade policies and practices strongly affect our total 
national security position and have a bearing on the development and 
maintenance of our mobilization base, ODM engages in a number of 
activities in which this subcommittee may be interested. These arise 
generally from our efforts to maintain the mobilization base or from 
defense responsibilities that have been placed upon the executive 
branch by a foreign trade law. 

In our efforts to increase productive capacity and supply we have a 
variety of activities that affect foreign trade in one way or another. 
For example, we have built a stockpile of strategic and critical mate- 
rials to avoid dependence on foreign sources of supply in time of 
war. Many of these materials are purchased from foreign sources and 
are brought into the United States duty-free in accordance with an 
express provision of law. We have found it appropriate from time to 
time to sponsor or support legislation to suspend duties on imports 
of materials which were scarce in the United States because of defense 
requirements. The President has assigned to us the job of advising 
the Department of Agriculture in connection with the barter of sur- 
plus agricultural commodities for strategic and critical materials under 
the Agricultural Trade Development and Assistance Act. This advice 
is given after receiving recommendations from appropriate inter- 
agency groups. 

Ordinarily we become involved in issues regarding imports of com- 
modities because of the relationship of those issues to the maintenance 
of the mobilization base. 

Under the Buy American Act we have been directed by the Presi- 
dent to provide advice to procuring agencies upon their request when- 
ever they propose to reject a foreign bid in order to protect essential 
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national security interests. While that national security determina- 
tion is made by the head of the procuring agency, ODM provides 
information on the effect of the particular foreign purchase on the 
pertinent portion of the mobilization base. The various departments 
and agencies having an interest in the subject matter, of course, are 
invariably consulted. 

The question of watch imports has been under almost continuous 
review since 1952 at the direction of both President Truman and 
President Eisenhower. ODM’s Advisory Committee on the Watch 
Industry consists of high level officials of the Departments of State, 
Defense, Treasury, Commerce, and Labor, and its studies and recom- 
mendations have been based on careful and comprehensive reports of 
these agencies and with due regard to the various national objectives 
involved. 

Under the Symington amendment to the Trade Agreements Act, the 
President is required to avoid tariff reductions which he finds would 
threaten domestic production needed for projected national defense 
requirements. To assist the Interdepartmental Committee on Trade 
Agreements in carrying out its responsibility to advise the President 
on proposed agreements ODM, while not a member of the committee, 
provides information on the mobilization base status of items for 
which tariff reductions are proposed for negotiation under a recipro- 
cal trade agreement. 

Last year in the Trade Agreements Extension Act of 1955 Congress 
made the following assignment to the Director of the Office of De- 
fense Mobilization. I quote from the act: 

In order to further the policy and purpose of this section, whenever the Direc- 
tor of the Office of Defense Mobilization has reason to believe that any article is 
being imported into the United States in such quantities as to threaten to 
impair the national security, he shall so advise the president and if the President 
agrees that there is reason for such belief, the President shall cause an imme- 
diate investigation to be made to determine the facts. If, on the basis of such 
investigation, and the report to him of the findings and recommendations made 
in connection therewith, the President finds that the article is being imported into 
the United States in such quantities as to threaten or impair the national secu- 
rity, he shall take such action as he deems necessary to adjust the imports of 
such article to a level that will not threaten to impair the national security. 

As I see it, the elements of that statute important for the purpose 
of this discussion are (1) that the Director of ODM has a duty to 
examine the effects of imports on the mobilization base and to advise 
the President if he has reason to believe there is a threat, and (2) 
that only the President is authorized to determine that there is a 
threat and what means should be employed to meet it. 

In our examination of alleged import threats, we utilize to the 
maximum extent the facilities of other agencies and will seek their 
advice on what the mobilization base for the item concerned should be 
in order to deal with the problems that would follow in the wake of 
mobilization without an enemy attack on the United States and also 
when accompanied by such attack. 

Once we have measured this against the present condition of the 
base in light of other programs for expansion of capacity we will 
then address ourselves to the specific assignment of determining 
whether or not a threat to impair that base and our overall security 
position exists by reason of imports. 

As of this date we have received 13 petitions for investigation of 
import threats under section 7 although 2 were subsequently with- 
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drawn by the applicants. These are all under study. In one case, 
cordage, we have held a public hearing for the purpose of developing 
as much information as possible on both sides of the question. All 
interested parties were heard. Two other petitioners, in connection 
with imports of fluorspar and oil, have requested similar hearings and 
these will probably be held in the near future. 

Because the subject of oil imports was specifically mentioned in the 
debate in the Senate on section 7, and because of the importance and 
widespread interest in this subject, I would like to recount briefly our 
activities over the past year in this area. 

On February 26, 1955, the Presidential Advisory Committee on 
Energy Supplies and Resources Policy submitted to the President a 
number of recommendations, including one dealing with oil. The 
Committee found that an expanding domestic oil industry, plus a 
healthy oil industry in friendly countries, constitute basically impor- 
tant elements in our defense position and recommended that in 1954 
ratio of oil imports to domestic production of oil should be main- 
tained, by voluntary individual action of importers, if possible. The 
Committee further recommended that if the ratio should not be main- 
tained appropriate action should be taken. 

In August 1955, when it appeared that imports were exceeding that 
ratio, I addressed letters to the importing companies which stated 
the Committee’s policy and requested information on actual and 
planned imports. After this information had been studied by the 
President’s Committee, I again wrote to the importers to inform them 
that planned imports of residual oil were consistent with the ratio but 
that planned imports of crude would exceed the ratio and that volun- 
tary reductions of 7 percent would be necessary to meet the formula. 
They were advised also that my continuing responsibility under sec- 
tion 7 required me to acquire full information on oil imports as a basis 
for such action as might be required in the interests of national 
security. 

Since that time we have reviewed periodically actual and planned 
imports of oil and have kept the importers informed of the situation 
and of the kind of voluntary individual action which should be 
taken. The Presidential Advisory Committee reviews and studies 
the information acquired and, in accordance with its initial recom- 
mendations, periodically reviews the proportionate relationships be- 
tween imports and domestic production in the light of industrial 
expansion and changing economic and national-defense requirements. 

As of this date, the information collected indicates that unless 
changes are made in presently planned imports, imports for the last 
6 months in 1956 will be considerably in excess of those in the first 
6 months, instead of below as was earlier urged upon the importers. 
The importers were notified this month of this situation and were 
informed that it would necessarily be an important factor in connec- 
tion with the hearing which I have announced I would hold under the 
provisions of section 7. This hearing will be held in response to a 
formal petition filed with the Office of Defense Mobilization by the 
independent oil producers under the provisions of section 7 of the 
Trade Agreements Act. 

Mr. Chairman, that completes my presentation. I shall be very 
happy to respond to any questions you may care to ask. 

Mr. Harrison. Thank you very much, Doctor. 
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Mr. Machrowicz and some of the members of the staff would like 
to ask you some questions. Mr. Mackrowicz. 

Mr. Macurowicz. I have no questions at this time. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Dr. Flemming, has the Egyptian taking over of the 
Suez Canal had any effect on your petroleum policy ? 

Dr. Ftemmine. No; not up to the present time. 

Mr. E. Martin. Is your Office set up to consider these national secu- 
rity matters upon application of interested industries ? 

Dr. Fiemmine. Yes. When an interested industry files an appli- 
cation, we then take the lead in asking to have the appropriate agencies 
of the Government make studies which would be helpful to us, which 
have a bearing on a determination of the matter, and then when those 
studies are completed our practice is then to announce a public hear- 
ing to give both representatives of the industry that have filed the 
petition with us and the representatives of the importers and the 
representatives of the consumers, the opportunity of coming in and 
telling the story as they see it. 

Mr. E. Martin. Are you set up to consider the impact of imports 
on national security in any other way than on the application of the 
interested industries ? 

Dr. Ftemmine. We have not done it in any other way up to the 
present time. Certainly we are set up, because of the nature of the 
Office, in such a manner that if the situation were called to our atten- 
tion in any other way, from any other source, we could initiate a study 
and could follow the same procedure that I have outlined. 

Mr. E. Martin. But you are not set up to act automatically, on your 
own initiative, in a national security matter ? 

Dr. Fiemmine. That is correct. We do not go out normally and 
initiate investigations of imports on our own motion. 

Mr. E. Martin. So far you have considered the national security 
amendments of 1954 and 1955—I mean the amendments to the trade- 
agreements law—as affecting the industries in the United States, and 
you have not given them any scope beyond that as yet, have you? 

Dr. Ftemmine. You refer to both the amendments of 1954 and 1955? 

Mr. E. Martin. Yes. 

Dr. Ftemmrne. You have in mind there the Symington amendment 
as well as section 7 in the Trade Agreements Act? — 

Mr. E. Martin. I should have directed your attention to the fact 
that we have two sections numbered “seven” in the Trade Agree- 
ment legislation. One is the escape clause, section 7 of the 1951 Ex- 
tension Act and the other is the national security amendment, section 
¢ of the 1955 act. So we have to keep in mind the dates in that 
connection. 

Dr. Fiemmine. The one that does have a bearing on my respon- 
sibilities is section 7, which is commonly referred to as the national 
security amendment. Your question was whether or not in the con- 
sideration of matters under both of those amendments we had con- 
fined ourselves to the impact of imports on industry in this country ¢ 

Mr. E. Martrn. Precisely, sir. 

Dr. Fiemmine. The answer is “Yes.” 

Mr. E. Martin. And in proceedings under the Symington amend- 
ment, do you advise the Tariff Commission in its peril-point investiga- 
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tions with respect to strategic commodities or strategic industries that 
may be involved in the list of articles for consideration ? 

Dr. Fiemminc. We have never been called upon to advise the Tariff 
Commission. 

We have, in connection with the Symington amendment, rendered 
advice to the Trade Agreements Committee. As I indicated in my 
testimony, we are not a member of that Committee; that is, of the 
Interdepartmental Trade Agreements Committee, but we have ob- 
served their operations and have furnished them with advise in con- 
nection with their deliberations, but we have never been called upon 
by the Tariff Commission to furnish advice to them on a national 
security matter. 

Mr. E. Martin. Does your Office act under these amendments only 
when it is called upon by other agencies of the Government? 

Dr. Fiemmine. As far as our relations to the Tariff Commission 
is concerned, I would think that it would be appropriate for us to act 
only in response to a request from that Commission. That is a quasi- 
legislative, judicial commission, and if it desired information on a 
particular point from one of the other departments or agencies of our 
Government, it would seem to me that the proper procedure would be 
for it to request that information. 

Personally, I would not be inclined to intervene in any proceeding 
before the Commission on my own motion. 

Mr. E. Martin. Dr. Flemming, it seems fairly clear to me that you 
consider the national security amendments as at least analagous to the 
escape clause, but it is your position that you have no direct interest 
in the escape clause, is that correct? 

Dr. Fiemmine. That is correct. 

Mr. E. Martin. Do you have any view on whether the President 
should have the authority to review Tariff Commission findings of 
injury under the escape clause ? 

Dr. Fiemmina. I do not. 

Mr. E. Martin. Would you advise the President to disregard a 
Tariff Commission finding of injury if you were convinced that im- 
plementation of that finding might impair the national security? 

Dr. Fieaine. Our Office would advise the President on a matter 

ending before him only on request from the President for such advice. 

f the matter was pending before him as a result of action of the 
Tariff Commission, and if he felt that there was an issue connected 
with national security and he desired our advice on it, we, of course, 
would advise him. We are part of the Executive Office of the Presi- 
dent and we would respond to a request for such advice. 

Mr. E. Martin. Do you keep an observer on the Trade Agreements 
Committee? 

Dr. Ftemuinc. The answer is “Yes.” 

Mr. E. Martin. We have had testimony that the departments which 
are members of the Trade Agreements Committee—at least some of 
them—they have not all testified yet—but some of them consider it 

roper for them to advise the President to reject Tariff Commission 
findings of injury in escape-clause cases. Would you consider it ap- 
propriate to advise the President to reject Tariff Commission findings 
of injury on items that affect the national security ? 

Dr. Fremmine. May I clarify the question? Is this relating to a 
finding of injury on the part of the Tariff Commission? 
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Mr. E. Martin. Yes, sir. 

Dr. Fiemmine. As 1 understand it, such a finding of injury on the 
part of the Tariff Commission would not come under the Trade Agree- 
ments Committee. 

Let me just say this: As a general proposition, if the Trade A 
ments Committee in the discharge of any functions proper for it to 
discharge asks for the advice of the Office of Defense Mobilization on 
a national security matter, we would respond to such a request and give 
them that advice. 

Mr. E. Martin. Have you established any regularized procedure 
for handling applications and subsequent procedures for action under 
the national security amendments? 

Dr. Fremine. Yes, we have an informal procedure that we require 
of all groups that desire to file an application with us. In substance, 
it is what I have already outlined. 

When they file their application, we will make an appropriate study 
and then we will announce a public hearing which is conlantad on an 
informal basis, but in such a manner as to make it possible for all 
— of view to be expressed at that hearing. Then following that 

earing and a study of the report, as Director of ODM, I would decide 
what additional steps, if any, would be taken. 
“ae etre ave you published that procedure in the Federal 
ter 

. Fremminc. We have not. As you know, there is no require- 
ment for a hearing in the law itself. We simply regard it as a device 
designed to make sure of the fact that everyone has their day in court 
in connection with a matter that is pending before us and it is designed 
to put before me all of the relevant views bearing on a particular 
matter. 

Mr. E. Martin. Do you not think it is desirable to have public hear- 
ings in a proceeding under this amendment? 

. FLEMMING. That is why I am having them, because I do feel it is 
desirable. I will never make a formal finding one way or the other 
without a public hearing. 

Mr. E. Marttn. It is desirable to let the public know that there is a 
regular procedure for handling these things. 

Dr. Praseseine. It has been widely publicized and there is no 
secrecy about it at all. 

Mr. E. Martin. Do you give public notice of the receipt of appli- 
cations under the security amendment ? 

Dr. Fiemmine. We periodically put out a list indicating the appli- 
cations that have been filed with us and the status of those applications, 
and so forth. Whenever one is filed with us, we make it a matter— 
we make the fact that it has been filed available to the press. 

Mr. E. Martin. Is that put in the Federal Register ? 

Dr. Fiemmrine. No. 

Mr. E. Martrn. Is the application available for inspection by any 
interested party or the public? 

Dr. Fremmine. It is. Everything we do in this particular area, 
as far as we are concerned, is on top of the table. Of course, at times, 
there will be certain information that we will have to consider that 
will be classified information, and which will be subject to the norma] 
rules of Government classified information, but up to the present 
time, I do not think it has been necessary for us to withhold anything 
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on those grounds because everything we have done in this area has been 
made public. 

Mr. E, Martin. You stated that all parties were heard in the cordage 
hearing. I believe we had testimony that witnesses who had come 
from Europe to attend this hearing were accorded only 314 minutes. 
Is that a fair hearing? 

Dr. Ftemmine. I do not know that the fact which you state is one. 

Mr. E. Martin. I should have asked first whether or not that is a 
correct statement of fact. 

Dr. FLtemmine. I do not know whether it is or not. I shall be glad 
to check and make my response a part of the record, but I am sure 
of the fact that my General Counsel who conducted the hearing would 
see to it that everyone was treated in a fair manner on it. Mr. Gres- 
ham, who is here with me and who sat through the hearing which 
was conducted by my General Counsel tells me that normally the 
various groups and so forth that desired to be heard were allotted 
15 minutes. He does not recall any 344-minute situation arising at 
all, and the importers were given full opportunity to state their case. 

From one point of view, the importers, I guess, were in a better 
position than the representatives of the industry, because the rep- 
resentatives of the industry presented their case first and the importers, 
of course, presented their case next and had the opportunity of lis- 
tening to the presentation of the case on the part of the industry, 
and that, of course, gave them some opportunity to introduce some 
rebuttal to the points made by the industry, whereas the industry 
was not accorded that privilege. 

Mr. E. Martin. You did not give the industry an opportunity to 
rebut the representations of the importers? 

Dr. Ftemmine. Not in a public hearing. They were all given 10 
days in which to file any additional statements that they desired to file 
on the basis of the presentations that were made. 

Mr. E. Martin. Was an official transcript kept of the hearing? 

Dr. Ftemmine. The answer is “Yes.” 

Mr. E. Martin. It is available to the public? 

Dr. Fiemmrne. It certainly is. 

Mr. E. Marrin. And at the end of your deliberations will a report 
of your conclusions and the reasons for your conclusions be made 
public? 

Dr. FLemmine. My report will be to the President. I am simply 
a staff adviser to the President in this particular instance. It will be 
up to the President to develop what happens from there on out. 

Mr. E. Martin. Would you recommend that it be made public? 

Dr. Ftemmine. That, I am not going to comment on until I have 
made the first representation to the White House. In those instances, 
the law makes it very clear that the Director of the Office of Defense 
Mobilization is simply a staff adviser of the President and he has no 
authority to take affirmative action himself. Affirmative action can be 
taken only by the President and then only after further investiga- 
tion, or after the President has ordered a further investigation. 

Mr. E. Marrry. Would you agree with the suggestion, Dr. Flem- 
ming, that in the petroleum cases, you have threatened the oil im- 
porters. 

Dr. Ftemmine. No; I would not. The position that we have taken 
in connection with the petroleum matter is that the Cabinet Com- 
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mittee did arrive at a determination based on national security 
grounds, and indicated what it felt was the proper and appropriate 
proportionate relationship to be maintained between imports and 
domestic production, and we have, from time to time, indicated to the 
importers what the overall situation was, what, in our judgment, 
needed to be done in order to bring it in line with the finding of the 
Cabinet Committee, and we have “appealed to them for individual, 
voluntary action along that particular line. 

Mr. E: Martin. And if that action is not effective did you suggest 
it may be necessary to take governmental action ? 

Dr. Fiemouine. We have stated that because that action has not been 
satisfactory, we would act on the basis of a petition filed with us by 
the independent producers. We are going to have a public hearing 
on the matter. What the result of that will be, I do not know, but 
we will have a public hearing. 

Mr. E. Martin. Do you consider that under section 7 of the 1955 
act, it is appropriate for you to recommend any action that has the 
effect of adjusting imports, whether such action be a quota on imports 
or a tariff, whether an increased tariff or a new tariff or whether it 
involves some internal regulation, such as a use limitation. If any of 
those actions you think are pertinent, do you think those would affect 
the objectives of this law, and there is no arithmetical limit on the 
action that may be taken ? 

Dr. Fiemminc. The only person who can take formal action under 
section 7 of the 1955 act is the President. I have no way of knowing 
what the President would consider to be appropriate action or what 
he would consider he had the legal right to do. No such question 
has been placed before him up to the present time. We will have to 
wait until a question of this kind is placed before him to find out what 
he considers he can do and what he considers would be appropriate 
for him to do. I am in no position to speculate on what he might or 
might not do. 

Mr. FE. Marttn. Perhaps my question was not phrased as well as it 
might have been. I intended to ask what you considered to be proper 
recommendations from your office to the President; not what the 
President might do in response to those recommendations. 

Dr. Ftemina. I am not called upon to make any recommendations 
along that line to the President. The only recommendation I would 
make to the President under the law is that I think a situation exists 
which threatens to impair the national security. I do not under the 
law go beyond that, and I will not go beyond that. 

Mr. E. Martin. Have you adopted any criteria or standards by 
which to determine whether an industry is involved in the national 
security amendment ? 

Dr. Fiemmine. Well, of course, as I indicated in my prepared 
statement one of the overall responsibilities of the Office of Defense 
Mobilization is to develop and to maintain a strong and effective 
mobilization base. In connection with that operation it is necessary 
for us to determine what is essential and what is needed or what would 
be needed as a part of the mobilization base in the event of an emer- 
gency. Over the years we have made a good many determinations 


along that line that are reflected in various actions taken by the 
Office. 
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For example, we have the responsibility under a law passed by 
Congress to stockpile strategic and critical materials. It is up to us 
to determine what are strategic and critical materials. That determi- 
nation is made on the basis of recommendations that come to us from 
the Department of Defense and from other interested departments 
and agencies. Having determined that a particular material is stra- 
tegic or critical it then is incumbent upon us to determine whether or 
not our national defense or national security position in relation to 
that material is what it should be. We make that determination by 
first of all finding out what the military requirements would be in the 
event of general mobilization and then finding out what our defense 
or war-supporting requirements would be and then ee a determi- 
nation as to rockbottom civilian requirements and then balancing that 
over against what would be our available supply. If there is a gap 
that gap is reflected, for example, in our stockpile objective. 

Under the provision of the Internal Revenue Code providing for 
rapid tax amortization for defense purposes we have set up over the 
years what we call expansion goals. Those goals are simply identifica- 
tion of various components of the mobilization base and an indication 
of the gap that exists between requirements and supply so far as those 
components are concerned. 

As you know, from 1950 down to the present time we have had open 
at various points around 228 expansion goals. Today we have open 
28 expansion goals. 

The same factors that have entered into determinations on our part 
as to whether or not a particular material is a strategic or critical 
material, the same factors that have entered into determinations on our 
part as to what constitutes an appropriate component of the mobiliza- 
tion base and establishing expansion goals are the factors that will be 
considered in connection with the discharge of our responsibilities 
under section 7 of the Trade Agreements Act. 

Mr. E. Martin. Would these criteria, if any, be available for print- 
ing in our record ? 

Dr. Fiemmrine. I would be very glad to take any segment of the 
mobilization base—— 

Mr. E. Martin. That is what I was driving at, Dr. Flemming. 

Dr. Ftemmine. And indicate to you why we regard it as a segment 
of the mobilization base and why we feel that there is a deficiency that 
needs to be handled either by the stockpiling of materials or the grant- 
ing of rapid tax amortization or what not. 

Mr. E. Marttn. That was what I was trying to learn; whether you 
handle each case under section 7 of the 1955 law as a special case, or 
whether there any generalized criteria to guide you. We are not con- 
cerned about stockpiling and other activities. I was only asking about 
the eo control method. 

Dr. Fiemuine. Obviously a material identified as a strategic and 
critical material would also be a material that would be given con- 
sideration or could be appropriately given consideration under the 
Trade Agreements Act. 

But in specific response to your question, we are handling it on a 
case-by-case basis. In my judgment, it is the only way in which it can 
be handled, because of the rapidly changing picture so far as national 
defense is concerned. 
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Mr. E. Martin. The 1954 law—the Symington amendment—trefer- 
red to national defense requirements. The 1955 law, section 7, refers 
to national security. Is there any essential difference between those 
two? 

Dr. Ftemmine. In my judgment there is not. 

Mr. E. Martin. That is all. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. Dr. Flemming, do I understand that the position of 
your office in the watch case was simply in advising the President that 
the domestic industry concerned was essential to defense ? 

Dr. Fiemane. That is in the case that was decided a little over a 
yearago. Thatiscorrect. We advised the President as to the national- 
security aspects of that matter. 

Mr. Morrison. The presumption is that the President might not 
have acted on the Commission’s recommendation if it had not been 
an industry found essential to defense, is it ? 

Dr. Fitemmine. I cannot answer that question because that would 
go to what the President had in mind in taking the action. Of course, 
he made a public announcement at that time. I think that announce- 
ment woaht have to speak for itself. 

Mr. Morrison. I think he referred to this in his comment on the 
Tariff Commission report. 

Dr. FLemmine. Hedid. That is correct. 

Mr. Morrison. Presumably it had some relation, therefore, to accept- 
ing the Tariff Commission recommendation. 

Dr. Fiemmine. He made a reference to it in his public statement 
at that time. 

Mr. Morrison. Having found that this industry is essential to 
national defense, are you also responsible for finding whether the re- 
strictions on imports are adequate to keep it in a condition essential 
to defense ? 

Dr. Ftemmine. We have pending before us now a petition from the 
watch industry under section 7 of the 1955 act. That petition in effect 
asks us to make a determination that imports threaten to impair the 
national security. 

In response to that particular petition we are having another over- 
all study made of the watch industry, being participated in by an 
interagency committee. When that study is complete the results of it 
will be made public. We will then schedule a public hearing on the 
petition under section 7 and following that hearing I would then have 
to make a determination as to whether or not the imports were of such 
a nature as to threaten to impair the national security. 

Obviously I would not want to speculate in advance on the conclu- 
sions I might arrive at. 

Mr. Morrison. What I am asking is: Will you determine the re- 
strictions on imports that are appropriate to prevent impairment of 
the industry’s operation relative to the needs of the national security / 

Dr. Fiemmine. The answer is “No”; that is not the responsibility 
of the Office of the Director of Defense Mobilization. He has no 
responsibility whatever in that particular area. The only official 
who has any responsibility in that area under section 7 of the 1955 
act is the President himself. 


83979—56—pt. 3——2 
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Mr. Morrison. Will the President have any advice as to what the 
appropriate restrictions would be ? 

Dr. FLemmina. Where he turns for advice and what he does when 
a case is put before him is a matter that will be up to him. 

Mr. Morrison. Do you think the President could put into effect 
the processing tax on up-jeweling that has been suggested ? 

Dr. Ftemmine. I am in no position to speculate as to what the 
authority of the President might or might not be. I am sure if he 
had any questions in his own mind as to what his authority is under 
section 7 that he will rely on the Attorney General for his legal advice 
as to authority. Up to the present time he has not had a case before 
him and consequently has not had to ask the Attorney General for 
advice. 

Mr. Morrison. Going to another matter, do I understand your office 
has taken no action as yet under section 7 of the 1955 Extension Act? 

Dr. Fremaaine. That is correct. The case which is the furthest 
along is the one involving the cordage industry where we have had 
the public hearing, but we have not taken any action beyond that in 
that case. 

Mr. Morrison. On the oil case you have taken no authoritative 
action and such voluntary action on the part of the importers as has 
been taken is taken as a result of this Cabinet committee’s determina- 
tion ; not those of your office ? 

Dr. FLemmine. That is correct, sir. We have not taken any formal 
action on the oil industry under the provisions of section 7. The 
only thing which might be even thought of as formal action is that 
acting under section 7 I have called upon the importers to file monthly 
reports with us so that we could follow the trend of imports. When 
I asked for that information I asked for it under the provisions of 
section 7. That is the only formal action I have taken under section 7 
involving the oil importers. 

Mr. Morrison. In this oil situation is it possible for your office to 
take into account how the equities of individual concerns may be 
affected ? 

Dr. Fiemina. I am not sure I have in mind just what you have 
in mind by the question. 

Mr. Morrison. If you cut down the imports of all concerns in an 
equal percentage, one, which does not have adequate domestic sources 
of crude oil, will be affected more, will it not, than another domestic 
importer who has both domestic and foreign supplies of crude? 

Dr. Fiemuinc. The Cabinet committee in following the situation 
and in making recommendations for individual voluntary action has 
not attempted to deal with individual compaines as such. The recom- 
mendations that we have made and which have been reflected in the 
letters that I have written have all been recommendations applicable 
to all of the importing companies. 

Now, in some instances—for example, in a letter that I wrote the 
latter part of June to the oil importers—we suggested that by indi- 
vidual voluntary action they cut their imports for the third quarter 
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4 percent below the first 6 month of 1956. In making a request of 
that kind it is clear that we were asking some companies which had 
conformed to the Cabinet committee formula to cut even further, and 
on the other hand we were, you might say, being a little easier on 
companies which had not conformed. In other words, we were saying 
to the whole group right straight across the board : 

We feel that in order to bring about substantial conformity with the Cabinet 
committee recommendation that there should be a 4-percent cut across the board. 

Mr. Morrison. Is it permissible to ask, Dr. Flemming, 
other 10 petitions—— 

Dr. FLemmine. Yes. 

Mr. Morrison. Which you do not refer to specifically, cover as to 
the commodities they related to? 

Dr. Ftemoine. I would be happy to give that. I have the list here. 
It is a published list. I would be glad to supply it for the record. It 
indicates the industry ; it indicates who presented the petition; it indi- 
cates the date that the petition was presented; and also indicates the 
two industries that presented petitions and then withdrew them. 

The only other one that we scheduled for a public hearing so far 
was fluorspar. At the request of the industry itself we have post- 
poned that hearing. In fact, they have given us some indication that 
they may ask us either to suspend the petition or they might even 
withdraw it. Ido not know just what they are going to do along that 
line. I have not yet set the date for the oil hearing, but I will set it 
very shortly. 

Mr. Morrison. Would a suspension of the petition be considered 
an end of the matter? 

Dr. FtemMinG. So far as I am concerned it would. I mean, if the 
industry voluntarily said: 


what the 


We do not care to go to a hearing on this. 


At least at the present time I would regard that as in effect canceling 
the proceeding for the time being. They could revive it any time 
they wanted to, so far as I am concerned, and if they did revive it and 
ask for a hearing we would have a hearing on it. 

Mr. Morrison. I wonder if you have any trouble, such as I under- 
stand the Commission has had, in identifying what is the industry, 
when some of the concerns involved are both importers and domestic 
producers ? 

Dr. Ftemminc. The answer is that there are some difficulties there 
in connection with a number of the petitions that have been filed. To 
a certain extent, of course, you are going to get that in the oil case. 
You certainly get it in the watch case. You might possibly get it in 
the fluorspar case. 

Mr. Chairman, would you like to have me insert this list of formal 
requests for investigation under section 7, Public Law 86, in the 
record? 

Mr. Harrison. Yes. 








1260 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


(The information is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 


Formal requests for investigation under sec. 7, Public Law 86 


Industry Presented by— Date 





Analytical balances_.__--- | Scientific Apparatus Makers Association, 20 North | Feb. 6, 1056 
Wacker Dr., Chicago, Il. 
Clock & Watch Manufacturers a of America, | Apr. 18, 1956 
Inc., 1625 K St. NW., Washington, D. C. 
— SS fiber cordage Cordage Institute, 350 Madison Ave., New York, N. Y_.-| July 12,1955 
and twine). 


er ee Se Committee ag ong American Fluorspar Producers, | June 21, 1955 


Clock, pin-lever watch and 
timer industry. 





care oe lyde Flynn, attorney at law, Elizabeth- 
town, M 
Oil imports (special case) - ----- Presidential Advisory Committee on Energy Supplies 


and Resources Policy. } ue. 7, 1956 
cra: A. 


IPA 
Thermometers, “dinical fever__| American Clinical Thermometer Guild, 110 East 42d St., | Jam. 13, 1956 


New York, N. Y. 
Watches, jeweled .._.........-.- American Watch Manufacturers Association, Inc., 1100 | Dec. 29, 1955 


Shoreham Bldg., Washington, D. 


Wooden boats. ...-_-........--. | —— Boat Builders & Repairers Association, New | Sept. 14, 1956 
or 
I i hl an ee | The Felt Association, 75 West St., New York, N. Y__._.__- Apr. 20, 1956 
og Ie | 2 National sr of W oo] Manufacturers, "386 4th Ave., | Mar. 14, 1956 
| New Yor 


CASES WITHDRAWN 


Photographic shutters. _....._- Ww a Optical Co., 850 Hudson Ave., Rochester, | Feb. 24, 1956 


1Apr. 17,1956 
RE ON vinba ccnuidacsanican aie Goode Bedin, Inc., 437 5th Ave., New York, N. Y..| Nov. 2, 1955 
‘Apr. 5, 1956 


1 Withdrawn. 


Mr. Harrison. Doctor, we are very grateful for your appearance 
and the information you have given this committee. Thank you 
very much 

Dr. Fiemmine. Thank you, Mr. Chairman. It is a pleasure to 
appear. 

Mr. Harrison. Thank you, sir. 

Our next witness is Mr. Gustave Burmeister, Assistant Adminis- 
trator for Agricultural Trade Policy and Analysis, Department of 
Agriculture. 

We are very happy to have you, sir. We will ask you to identify 
yourself and your assistant for the record and you may proceed in 
your own way, sir. 


STATEMENT OF GUSTAVE BURMEISTER, ASSISTANT ADMINISTRA- 
TOR, FOREIGN AGRICULTURAL SERVICE, DEPARTMENT OF AGRI- 
CULTURE; ACCOMPANIED BY A. R. DeFELICE, DIRECTOR, TRADE 
POLICY DIVISION, FOREIGN AGRICULTURAL SERVICE, DEPART- 
MENT OF AGRICULTURE 


Mr. Burmeister. I am Gustave Burmeister, Assistant Administra- 
tor for the Foreign Agricultural Service. The Foreign Agricultural 
Service is assigned the rimary responsibilities for matter pertaining 
to agricultural trade ai relationships with foreign countries. 

This is Mr. A. R. DeFelice, Director of our Trade Policy Division 
of the Foreign Agricultural Service, which has much to do with 
these problems in the trade-agreements field. 
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My statement to the subcommittee is for the purpose of describing 
the participation of the Department of Agriculture in the trade- 
agreements program and related legislation and the procedures fol- 
lowed in the Department in regard to these matters. 


TRADE AGREEMENTS PROGRAM 


The functions of the Trade Agreements Committee and the Com- 
mittee for Reciprocity Information and the procedures applicable 
to their operations have already been described to the subcommittee. 
The part played by the Department of Agriculture, which is repre- 
sented on both committees, is apparent in the functions and proce- 
dures outlined for the Trade Agreements Committee and Committee 
for Reciprocity Information. 

The Department’s represei tative on the Trade Agreements Commit- 
tee is designated by the Assistant Secretary for Marketing and Foreign 
Agriculture, and acts under the direction of the Administrator, For- 
eign Agricultural Service. 

Within the Department there has been informally established at 
working levels a trade-agreement group made up of representatives 
of the Foreign Agricultural Service, as chairman, the Agricultural 
Marketing Service, the Commodity Stabilization Service, and the Gen- 
eral Counsel. This group develops recommendations with respect 
to the Department’s position on tariff negotiations and other matters 
relating to the trade-agreements program. Members of this group 
consult specialists in their own agencies in order that all facts and 
points of view within the Department may be fully considered. 
These specialists are officials who are in constant touch with domes- 
tic trade groups on matters of trade problems. When policy decisions 
are required or when it is not possible to reach agreement, the mat- 
ters are referred to the Administrator, Foreign Agricultural Service, 
and the Assistant Secretary. Representatives of other agencies in 
the Department participate in the discussions at this level. 

In its seenah operations the Foreign Agricultural Service en- 
deavors to keep informed on tariff and trade problems through de- 
velopments in domestic trade and reports by its attachés in foreign 
countries. Whenever it appears that trade problems are develop- 
ing or have developed a solution is sought within the framework 
established for handling problems arising out of the trade agree- 
ments program and through other available means. 


TARIFF NEGOTIATIONS 


When tariff negotiations are scheduled the Department informs 
interested persons of these negotiations primarily through publication 
of notices in the Department’s Foreign Agricultural Trade Digest, 
which reaches all important agricultural organizations and groups. 
These notices are supplemented by discussions between trade groups 
and Department officials. 

In preparing for tariff negotiations, the Trade Agreements Com- 
mittee sets up a country committee for each country which may be 
involved. This committee consists of representatives of the De- 
partment of Agriculture and other agencies on the Trade Agree- 
ments Committee who are experts in the trade of the particular 
country concerned. The Department’s representatives is chiefly con- 
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cerned with the agricultural items on which the United States may 
offer and may request concessions in the negotiations. He prepares 
a list of the important agricultural items in the trade with that coun- 
try. This list is review ed in cooperation with the commodity special- 
ists and the trade and agricultural program analysts in the several 
agencies within the Department to develop recommendations on the 
items to be negotiated. These specialists and analysts, through their 
daily work, are in close touch with trade organizations and others who 
might have an interest in the negotiation and, therefore, are aware 
of the potential problems which arise out of the negotiation. 

This list is then examined item by item for each country by the intra- 
departmental trade-agreement group referred to above. On the 
basis of this examination, an initial position is formulated for the 
Department’s representative in the country committee. 

In the event the representations are not accepted by the country 
committee a further review by the intradepartmental trade-agreement 
group is held to formulate the Department’s position before the Trade 
Agreements Committee when that Committee considers the list of 
United States import items to be recommended to the President for 
inclusion in the public notice of Committee for Reciprocity Infor- 
mation hearings. 

The Department’s trade-agreement group again considers each 
agricultural item listed in the. public notice after the Committee for 
Rec iprocity Information hearings are completed. This examination 
is for the purpose of deciding which items should be included in the 
Trade Agreements Committee recommendations to the President, 
and the nature or extent of the concession to be negotiated. The 
representations made to the Committee for Reciprocity Information 
are given careful study. Copies of the written statements and briefs 
submitted are circulated by the Department’s representative to the 
persons in the Department developing the Department position. The 
Department also has a considerable amount of correspondence and 
personal calls by interested individuals when preparations for tariff 
negotiations are underway. The Department also arranges special 
meetings of Department personnel concerned with negotiations and 
individuals or commodity groups. Information developed by such 
means is transmitted to the other members of the Committee for 
Reciprocity Information. 

In any case where the Department recommendation is not adopted 
by the Trade Agreements Committee the Department representative 
brings the matter to the attention of the intradepartmental trade- 
agreement group, the Administrator, Foreign Agricultural Service, 
and the Assistant Secretary for consideration as to whether a formal 
dissent should be made to the President under the Trade Agreements 
Committee procedures. 

The procedure outlined above is also used in the Department in 
developing Department recommendations on the concessions on agri- 
cultural products to be requested from other countries. 

The Department is represented on the United States delegations to 
negotiating conferences. These representatives serve as members of 
the negotiating teams. They are designated by the Assistant Secre- 
tary of Agriculture. Since they are selected from Department per- 
sonnel who participated in the preparatory work for the negotiations, 
the Department representatives are quite familiar with ‘the trade 
problems involved. 
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ADMINISTRATION OF GENERAL AGREEMENT ON TARIFFS AND TRADE 


The Department participates in the administration of the general 
agreement through its membership on the Trade Agreements Com- 
mittee, which formulates the position of the Government of the United 
States on matters to be discussed at the annual meetings of the con- 
tracting parties to the general agreement. ‘The Department’s posi- 
tion in the Trade Agreements Committee discussions is developed 
through the use of the intradepartmental trade-agreement group. 
The Department is also represented on the United States delegation 
to the meetings under the general agreement. 


ESCAPE-CLAUSE ACTIONS 


The Department does not generally participate in escape-clause 
actions before the Tariff Commission, except in the case of perishable 
agricultural commodities. When perishable agricultural commodi- 
ties are involved, the Secretary of Agriculture is charged with the 
responsibility of determining and notifying the President and the 
Tariff Commission of the need for emergency action. Also, the De- 
partment, as well as other interested agencies, submits its views and 
comments on the Tariff Commission’s report and recommendations 
for consideration by the President in making his decision. 


SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT, AS AMENDED 


Section 22 authorizes the President to impose quotas or fees on any 


imported article whenever he finds, pursuant to appropriate investiga- 
tion and proceedings by the Tariff Commission, that the article or 
articles are being or are practically certain to be imported into the 
United States under such conditions and in such quantities as to 
render or tend to render ineffective or materially interfere with any 
price support or other program of the Department of Agriculture. 

The Secretary of Agriculture has the responsibility of advising the 
President regarding the need for action under section 22. The Sec- 
retary is also charged with the responsibility of determining the need 
for emergency treatment under section 22 and, with respect to perish- 
able agricultural commodities, the need for emergency treatment in 
actions under section 7 of the Trade Agreements Extension Act of 1951. 
The primary responsibility within the Department on matters for 
which the Secretary is responsible under section 22 and section 8 (a) 
of the Trade Agreements Extension Act is assigned to the Adminis- 
trator, Foreign Agricultural Service. 

The procedures followed in discharging this responsibility are 
published in the Federal Register and copies are being furnished to 
the subcommittee. The application of those procedures may be 
briefiy summarized as follows: When the Administrator of the For- 
eign Agricultural Service determines, on the basis of information con- 
tained in a request from an interested person, or from information 
available to the Department, that there are reasonable grounds to be- 
lieve that the imposition of import quotas or fees may be needed to 
protect programs or operations subject to section 22 protection, an 
investigation is undertaken. A committee or working party is es- 
tablished consisting of representatives of the Agricultural Marketing 
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Service, the Commodity Stabilization Service, the Foreign Agricul- 
tural Service, and other interested agencies, with the representative 
of Foreign Agricultural Service as coordinator. These representa- 
tives are commodity experts, trade specialists, and personnel engaged 
in the operation of the program concerned. 

A concerted effort is made to obtain and develop, from industry as 
well as governmental services, data and other information relevant 
to the investigation. The departmental regulations with respect to 
section 22 authorize the Administrator to provide for such public 
hearings as he deems necessary to obtain supplementary information 
not otherwise available. 

Upon completion of the investigation the Administrator makes a 
report to the Secretary summarizing the information disclosed by the 
investigation and recommending the action to be taken. This report 
is submitted to other agencies in the Department whose activities 
would be affected for comment. If the Secretary has reason to be- 
lieve, upon the basis of information available to him, that import 
quotas or fees should be imposed under the provisions of section 22 
to protect departmental programs, he notifies the President of his be- 
lief and recommends that the Tariff Commission be directed to con- 
duct an investigation. 

In investigations under section 22 or by the Tariff Commission 
under section 7 dealing with perishable agricultural commodities, the 
report of the Administrator indicates whether or not emergency 
treatment is necessary. If emergency treatment is recommended, the 
report discusses the condition which requires emergency treatment. 

The determination of the need for emergency treatment in a sec- 
tion 7 action is undertaken by the Department only upon request and 
is not acted upon until a section 7 application has been properly filed 
with the Tariff Commission. 

The Department is represented at Tariff Commission hearings by 
persons designated by the Administrator and by a representative of 
the Office of General Counsel. That is, under the section 22 investi- 
gations. These persons present information relative to the investiga- 
tion, including data and other information on the domestic supply 
and market situation, the comparable or related foreign situation, and 
prospective developments. They explain the program affected, its 
objectives, and the methods used for their attainment; likewise, they 
discuss the manner whereby imports are or are practically certain to 
materially interfere with or render the program ineffective; and, 
finally, they recommend the remedial action which should be taken. 
The representatives of the Department are subject to questioning and, 
in turn, have the right of examining other witnesses. 

Quotas and fees which may be proclaimed under section 22 are ad- 
ministered by the Bureau of Customs. In the case of dairy products, 
where country allocations and licensing are required, the Secretary 
has been given the responsibility for making allocations and issuing 
licenses in accordance with the provisions of the Presidential procla- 
mation. 

Mr. Chairman, this completes my statement. If the committee has 
any questions I will try to answer them or furnish the information 
desired. 

Mr. Harrison. Thank you very much, Doctor. The members of the 
staff would like to ask you a few questions. Mr. Martin? 
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Mr. E. Martin. Dr. Burmeister, when an applicant that is an agri- 
cultural industry which is subject to one of your programs files an 
application for an investigation under section 22 you have outlined 
the procedures of intradepartmental nature. Do you keep the appli- 
cant informed of the status of his case? 

Mr. Burmeister. Yes, sir; we usually are in close contact with him 
most of the time. 

Mr. E. Martin. So when a step is taken within the Department an 
applicant knows approximately where he stands; that is, if an unfavor- 
able report is sas by this committee you referred to the applicant 
would know of it? 

Mr. Burmeister. In the case of an unfavorable report—that is, 
where we decide there is no reason for action—the applicant is notified 
usually by letter from the Secretary. 

Mr. E. Martin. My question was a little short of that. It involved 
the intradepartmental proceedings. If the committee to which you 
have referred should recommend against action would the applicant 
be informed of the status of the case? You said you were in pretty 
close contact with him, as I suppose you would be, administering 
the program. 

Mr. Burmeister. Yes, sir. He would know pretty much how the 
investigation was going. 

Mr. E. Martin. He knows how the wind is blowing within the 
Department ? 

Mr. Burmeister. Yes; ina general way. 

Mr. E. Martin. Do you publish notice of the receipt of applications 
under section 22? 

Mr. Burmetster. No, sir; we do not publish the notice of receipt of 
any application. The reason for that would be that applications come 
in in various ways. Some of them are more formal applications; some 
of them are just letters; and many of these investigations the Depart- 
ment initiates itself without anybody from the outside coming in on it. 

Mr. E. Martin. That was one thing I wanted to inquire about. Has 
the Department ever recommended to the President an investigation 
under section 22 without an application being filed? Is there any 
specific case where that was done ¢ 

Mr. Burmeister. I do not recall any, but I assure you that we have 
initiated investigations long before we received any outside applica- 
tions. In most cases the same forces that are operating on the Depart- 
ment are operating on the people who are operating the program 
or who are interested in the program. Naturally this thing comes 
along concurrently. 

Mr. E. Martin. You are not aware of any case that went to the 
President without an application from the interested industry ? 

Mr. Burmeister. Mr. DeFelice says that the dairy case was one. 

Mr. E. Martin. The case where the law was up for reconsideration 
and in the absence of plugging for renewal of the law consideration 
was given to handling the case under section 22 ? 

Mr. BurMeEIsTeER. The Department initiated the section 22 action. 

Mr. E. Martin. Even though you do not give any notice of the 
pendency of the application, the applicants might let the cat out of 
the bag. Suppose the applicants give out word that the case is 
pending ? 

Mr. Burmeister. Many of them do. 
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Mr. E. Martin. Would the Department make the application avail- 
able for inspection by interested parties ? 

Mr. Burmeister. Yes; we would. 

Mr. E. Martin. Would they give interested parties upon request a 
copy of the application subject, of course, to the fact that if there is 
any cost there should be reimbursement for the cost ? 

Mr. Burmetsrer. In most cases we have not had to do that because 
the applicant himself has mimeographed the application and spread 
it out pretty widely. 

Mr. E. Martin. But if a member of the public requests the applica- 
tion, you would give him a copy ? 

Mr. Burmeister. I would think so. It depends on the nature of the 
application and how it is worded and one thing and another. 

Mr. E. Martin. How is that? 

Mr. Burmeister. We have problems of reproducing them and one 
thing and another. 

Mr. E. Martin. I mentioned the reproduction problem. I would 
suppose a person wanting the thing that costs something to reproduce 
would pay for reproducing it. 

Mr. Burmeister. I think in that case he would be permitted to see it 
and have acopy. I do not recall of any particular request along that 
line. 

Mr. E. Martin. Perhaps this hearing will provoke such. 

Do you have any ieee for getting the views of interested public 
or interested businessmen other than the applicant, before you make 
your decision to recommend an investigation ? 

Mr. Burmeister. We have procedures for a public hearing; yes, sir. 

Mr. E. Martin. Have you ever had one? 

Mr. Burmetster. We had one in connection with the peanuts. I 
suppose it was not a formal public hearing, but we did discuss it with 
all interested parties when the case of peanuts was up recently. 

Mr. E. Martin. Was that a public hearing, on peanuts? 

Mr. Burmeister. It was public. All the interested parties were 
in session in the Department and the whole question was discussed. 

Mr. E. Marrin. That was a question not of imposing a quota but 
of meeting an emergency situation. 

Mr. Burmeister. That is right. 

Mr. E. Martin. Where due to drought there were not enough pea- 
nuts—at least, so the consumers thought. 

Mr. Burmetsrer. That is correct. We are available at all times to 
discuss these matters with anyone who desires to discuss them. 

Mr. E. Martin. Of course, if an interested businessman cannot 
get a copy of the application he does not have much basis for discus- 
sion; does her? 

Mr. Burmeister. I would not say he could not get a copy of it. He 
can get a copy of it if he is interested. 

Mr. E. Martin. When the Department makes its recommendation 
for the President to have an investigation and after the President 
orders the investigation, the Department appears at the Tariff Com- 
mission to advocate import restrictions. 

Mr. Burmeister. Yes, sir. 

Mr. E. Martin. That is invariably the case, is it not, where the 
decision has been made to have an investigation ? 
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Mr. Burmetster. That is right. I do not believe we would bother 
the President if we were not interested in getting some kind of a 
decision. 

Mr. E. Marrtn. So that when the decision is made to have an inves- 
tigation the Department undoubtedly becomes an advocate of import 
restrictions ? 

Mr. Burmetster. Naturally. We would never recommend it if we 
were not. 

Mr. E. Marttn. But you have no published regulations establishing 
a procedure whereby you can get the views of interested people before 
you reach that point? 

Mr. Burmeister. Yes, sir; I think we have. 

Mr. E. Marttn. Could we have them for the record at this point? 
Mr. DeFelice, are these regulations whereby the Department seeks 
the views of interested public or interested businessmen other than 
the applicant before it decides there should be an investigation ? 

Mr. DeFenice. I think that is embodied in the regulations which 
we have submitted to the committee. 

Mr. E. Martin. When were they submitted, sir? 

Mr. DeFetice. They were brought in Friday morning, I believe; 
some 20 or 25 copies. 

Mr. E. Marttn. Are these public regulations? 

Mr. DeFetice. Yes. They are printed in the code and Federal 
Register. 

Mr. E. Martin. When? 

Mr. DeFe tice. I believe the first publication was back in 1951, if 
my memory serves me correctly. You will find it in Part 6, Import 
Quotas and Fees, subpart—General Provisions. I think it is chap- 
ter 7. 

Mr. E. Marttn. I have some general questions about trade agree- 
ments, Dr. Burmeister. 

Do you think the escape-clause legislation as presently worded is 
appropriate ? 

Mr. Burmetster. Well, I think so. We do not have a departmental 
position on it, but I think it is all right, personally. 

Mr. E. Martin. Would it be feasible to reduce the time within 
which the President must act following Tariff Commission action in 
escape-clause proceedings from 60 to 30 days? 

Mr. Burmeister. I do not know that I am qualified to answer that. 
I think that is a problem for the executive officers. 

Mr. E. Martin. Are you a member of the Trade Agreements 
Committee ? 

Mr. Burmeister. No,sir. Mr. DeFelice is. 

Mr. E. Martin. Would it be too much to ask Mr. DeFelice to take 
up that question with the Trade Agreements Committee ¢ 

Mr. Burmeister. No, sir. 

Mr. E. Martin. That is the agency which advises the President on 
trade-agreement policy, is it not? 

Mr. Burmetster. It carries on certain functions with respect to the 
trade agreements; yes, sir. 

Mr. EK. Martin. May we have the answer before the 15th, so that 
we can get it in our record ? 

Mr. Burmeister. We would be glad tosubmit that. 
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(The information is as follows :) 


DEPARTMENT OF AGRICULTURE, 
FOREIGN AGRICULTURAL SERVICE, 


Washington, D. C., October 12, 1956. 
Hon. Hate Boees, 


Chairman, Subcommittee on Customs, Tariffs, 
and Reciprocal Trade Agreements, House of Representatives. 

DEAR CONGRESSMAN Boces: This letter is with reference to the request made 
by the counsel of your Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements that this Department present to the Trade Agreements Committee the 
question as to whether it is feasible to reduce the period for presidential consid- 
eration of Tariff Commission escape-clause proceedings from 60 to 30 days. 

In accordance with this request, this Department has presented to the Trade 
Agreements Committee the question regarding the time required by the President 
for consideration of escape-clause proceedings. 

I am advised that the Trade Agreements Committee is not in a position to make 
any recommendations except to or through the President. Moreover, in its ca- 
pacity as an advisory body to the President, the Committee has not dealt with 
an of the sort raised by your subcommittee with regard to the escape 
clause. 

I believe this meets the request of the subcommittee for supplemental infor- 
mation to be furnished by the Department of Agriculture. 

Sincerely yours, 
GUSTAVE BURMEISTER, 
Assistant Administrator. 


Mr. E. Martin. As we understand it, the President under the pres- 
ent law exercises authority to review the Tariff Commission finding 
of injury. Do you think he should have that authority? I am not ask- 
ing whether he is applying the law right; I am asking your view on 
what the law should be. 


Mr. Burmeister. Are you asking whether he should have the final 
say in the matter of action? 


Mr. E. Martin. Not quite. I am pone eee whether you 
t 


think it proper for the President to have au 
Commission finding of injury. 

Mr. Burmeister. I am not certain. I always — that the Com- 
mission was a pretty efficient body and as a matter of finding of injury 
it seems to me like the Commission could make that finding. 

Mr. E. Martin. Then I take it you think that finding should not be 
reviewed by the President ? 

Mr. Burmeister. Well—— 

Mr. E. Martrn. In other words, there is no question as to what the 
law is. 

Mr. Burmetster. I guess I have not quite thought about the matter 
in that way. ; 

Mr. Harrison. Would you prefer to have these questions submitted 
for the record and your answers filed later as the Department’s answer 
and recommendation ? 

Mr. Burmeister. No, we will try to answer them this morning, but 
if that is not satisfactory we will submit additional answers. 

Mr. Harrison. Then where you do not have a departmental recom- 
mendation to make we request that that be filed for the record prior to 
the 15th of October. 

Mr. Burmeister. It seems to me it is a rather difficult problem to 
narrow down; for the President to narrow this down to just a decision 
on whether there is injury or not in making his decision. I do not 
know that the President ever does, on review or making a decision, 
limit it just to injury. 


ority to review the Tariff 
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Mr. E. Martin. I think that is a very pertinent observation, Mr. 
Burmeister, but I think you should carefully consider section 6 of the 
Trade Agreements Extension Act of 1951 in that connection. That 
complicates the picture quite a bit. 

Mr. Burmetster. We would be glad to consider that. 

Mr. E. Martin. Should the Tariff Commission consider and report 
on all features of the situation in escape-clause proceedings including 
matters outside the scope of its present instructions? 

Mr. Burmeister. I think that would broaden the investigation to 
the point where I do not know whether they would ever get through 
or not. 

Mr. E. Martin. If it would result in undue delay you are clear that 
it should not be done, are you not? 

Mr. Burmeister. There are many factors taken into account in these 
matters. If one Commission should have to take all of the factors 
into account and investigate every one of them it seems to me like it 
would be quite a chore for one agency. 

Mr. E. Martin. Well, the question was: Should they include infor- 
mation, which they may have gathered from the various departments, 
so as to present a complete picture? It is not necessarily true that they 
would make the findings themselves. 

Mr. Burmeister. Well, as I understand it that is being done now by 
the President. 

Mr. E. Martin. By the members of the Trade Agreements Com- 
mittee # 

Mr. Burmeister. Yes, sir. 

Mr. E. Martrn. In advising the President ? 

Mr. Burmetster. That is right. 

Mr. E. Martin. But their reports are not published, are they ? 

Mr. Burmetster. No, sir. 

Mr. E. Martin. But the Tariff Commission report is published ? 

Mr. Burmeister. That is correct. 

Mr. E. Martin. We agree, do we not, that it is desirable to have a 
published report on Government action that affects or restricts 
business ? 

Mr. Burmeister. That is right. 

Mr. E. Martin. You understand that under the present law the au- 
thority of the President to increase tariffs under the escape clause is 
limited to 50 percent of the rate in effect in 1945 ? 

Mr. Burmeister. Yes, sir; I believe that is according to the law. 

Mr. E. Martin. Do you have any view on whether that limitation 
might promote the use of import quotas? Do you recall the Garlic 
case, where I believe quotas were recommended because they could not 
increase the tariff enough ? 

Mr. BuRMEISTER. at case was that, sir? 

Mr. E. Martin. Was that not garlic? 

Mr. Burmeister. I do not recall all the details. 

Mr. E. Martrn. The President did not impose the quotas. 

Mr. Burmetster. No, sir. 

Mr. E. Martin. But I think they were recommended. 

Mr. Burmeister. I do not believe that the experience so far to date 
has resulted in any increased use of quotas, but it could. I could con- 
ceive of cases where there would be a greater amount of protection with 
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quotas rather than with the application of the limited increase in the 
duty, but I do not believe that there is any trend toward use of quotas. 

Mr. E. Martin. There has been a trend toward the recommendation 
of quotas; has there not; at least, there have been several instances 
where that has been the case ? 

Mr. Burmetster. Yes; I believe that is right. 

Mr. Martin. You have had considerable experience, have you not, 
Dr. Burmeister, in regard to American exports ? 

Mr. Burmeister. Yes, sir. 

Mr. E. Martty. Do you believe that there are adequate procedures 
now whereby the views, suggestions, complaints and so forth of Ameri- 
can industry and American businessmen can be expressed on the treat- 
ment accorded their exports and whereby prompt, reliable, and 
adequate answers can be obtained by them ? 

Specifically, the rice millers representative came before us 

Mr. Burmeister. Well, we get a good many of these complaints and 
we have tried to notify all interested parties that we are available to 
assist them in any way possible in resolving these international and 
foreign trade problems. So, I would say that it is fairly well known 
that there are opportunities for registering these complaints and that 
some action will be taken upon them if it is at all possible. I am 
familiar with the rice case; yes, sir. 

Mr. Morrison. Mr. Burmeister, you referred to the ey 
of the Department of Agriculture for calling into effect these emer- 
gency procedures under sections 22 and 8 (a) ¢ 

Mr. Burmeister. Yes, sir. 

Mr. Morrison. Have there ever been any such recommendations? 

Mr. Burmetster. No, sir; I do not believe there have been. 

Mr. Morrison. I believe those laws authorized the President to 
bring restrictions into effect without Tariff Commission recommenda- 
tions also? 

Mr. Burmeister. Yes, sir; the President has, I believe, 25 days in 
which to take action. If the Secretary of Agriculture determines be- 
cause of the perishability of the product that such emergency action 
should be taken, that is true. 

Mr. Morrison. And his action need never await upon the Tariff 
Commission findings in the case? 

Mr. Burmeister. That is correct. 

Mr. Morrison. It has been suggested by some of the witnesses that 
have appeared here that arrangements like that now in operation for 
wool would conflict less with the international trade policy or pro- 
gram than the regular price support programs. 

Could you comment on that matter? 

Mr. Burmetster. The wool case is a very special case inasmuch as 
the policy is to expand production, and as I recall the congressional 
act I think it is to expand the production by the payment of incen- 
tives, and these payments are made up of moneys collected from the 
tariff on the imported wool. Roughly, the price support is set at, I 
believe, 106 percent of parity, and the difference between the market 

rice of wool and 106 percent of parity is paid to producers of wool, 
but it is an incentive program to expand production. 

I judge that in cases where we wanted to expand production we 
could use a similar program but in most agricultural commodities we: 
are on the other side of the fence in which we are burdened with sur- 
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pluses and the problem of trying to bring production into line with 
the demand. 

Mr. Morrison. Would not the price-support programs, unless ac- 
companied by acreage restrictions, if effective, also tend to encourage 
expansion of production or maintain it? 

Mr. Burmeister. Well, that is true, but we have been trying to de- 
vise means whereby we can exercise control over the production and 
still maintain an adequate income to producers. 

Mr. Morrison. But if the returns to the growers, say, on cotton 
were maintained by some sort of payment other than the price re- 
ceived, or in addition to the price received for cotton, and allow the 
price of cotton to reach whatever level it otherwise would, that would 
avoid such difficulties as are appearing with respect to imports of 
cotton manufactured goods; would it not? 

Mr. Burmeister. Yes. The only thing is that I do not know where 
the Government would get the money to pay the grower. You see, the 
money for wool is—well, it is accrued from the tariff revenue on im- 
ported wool and we do not import cotton to any extent. 

Mr. Morrison. But the cost of the price-support program is borne 
by the consumers of cotton; is it not, even though the funds do not go 
through the Treasury in the form of taxes? 

Mr. Burmetster. Yes; that is right. 

Mr. Morrison. So, there is no question, is there, that the price- 
support program involves burdens on the domestic economy similar to 
the payments program ; does it not / 

Mr. Burmeister. I do not know. I am not entirely familiar with 
all these agricultural programs; so, I am not certain that I can answer 
that question. 

Mr. Morrison. Well, going to another question, or another matter: 
Would you comment on the problems that have appeared on account 
of our maintaining the domestic price of cotton higher than the world 
price? This complaint comes from those domestic manufacturers of 
cotton products and relate to that feature of the program. 

Mr. Burmeister. Well, I am not sure that those are as closely related 
as you imply—there are other factors in the cost of textile production 
in the United States other than the cost of cotton. For one thing, our 
wage rates are much higher than foreign wage rates and we have many 
other elements of cost here that maintain our textile prices in this 
country above world prices. 

Mr. Morrison. I did not mean that 

Mr. Burmetster. For instance, the cotton that the foreigner has 
been getting from the United States up until very recently—certainly 
all cotton textiles that have come into this country up to this time— 
the foreigner paid more for the cotton than the domestic textile 
industry paid because he had to pay in addition to the same price the 
freight on the cotton and the freight on the textile goods back here. 

Mr. Morrison. Well, I did not mean to suggest that all the com- 
plaints of the manufacturers of cotton textiles were attributable to 
this factor, and I think as I understand it, it is also true that this is a 
comparatively recent development. 

Mr. Burmerster. I do not think we have seen any effect of the change 
in the cotton price on the importation of textiles yet. 

Mr. Morrison. Well, whether or not that is true, if this situation 
continues, it will be a feature in the situation ? 
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Mr. Burmetster. Yes; I think that is true. 
se Mousisow. Do you think there is any need for our taking account 
of that? 

Mr. Burmetster. We are certainly keeping it under observation and 
study all the time, and watching the situation very closely. 

Mr. Morrison. Well, going to still another matter, some witnesses 
that have appeared before this committee have stated that the quotas 
maintained by the United States in connection with the agriculural 

rograms are violative of the general principles to which we subscribe 
intheGATT. 

Do you think that is so? 

Mr. Burmetster. No; I do not think so. There may be one or two 
that would be in violation except that we have the waiver in the GATT 
which gives us full authority to operate the section 22 quotas as the law 
is written. 

Mr. Morrison. Well, without regard to that waiver, would we be 
violating our commitments where we impose such quotas ? 

Mr. Burmetsrer. Not in every case. 

Mr. Morrison. No; but I am asking where we impose quotas that 
are accepted as violative of the GATT that we should take action 
under the escape clause? 

Mr. Burmeister. I am not certain that I understand your question. 

Mr. Morrison. I know we have this waiver now, but before the 
waiver was in effect should we have imposed those quotas after re- 
course to the escape clause? 

Mr. Burmeister. No. I am not certain that the section 7 would 
support an action on quotas in every case. The criteria are different 
with respect to section 7 and with respect to section 22. In the case of 
section 22 all we have to decide is whether or not imports are interfer- 
ing with the program and rendering ineffective the program of the 
Government. 

Under section 7, as I understand it, you have to determine that there 
is injury to an industry by reason of the concession given under the 
trade agreement and those are two unrelated actions. 

Mr. Morrison. Well, I should think that the standard are not en- 
tirely unrelated inasmuch as the programs are supposed to prevent 
injury to the domestic agricultural operations; are they not? 

Mr. Burmeister. No, sir; the program is operated by the Secre- 
tary, and protects the domestic industry regardless of whether there 
are imports or not. 

Mr. Morrison. But not without regard to whether it is being in- 
jured or not; is that right? 

Mr. Burmeister. Yes, sir; that is, as far as the objectives of the pro- 
gram are concerned it does. 

Now, it may be that the objectives are not such that they will pro- 
tect the industry from injury and then I think the industry cout go 
ahead and ask for section 7 relief. 

Mr. Morrison. It is your contention, then, that these programs are 
not designed to prevent injury to domestic agriculture ? 

Mr. Burmeister. The agricultural program? 

Mr. Morrison. Yes, sir. 

Mr. Burmetsrer. The agricultural programs are designed to im- 
prove the welfare and the income of domestic producers. 

Mr. Morrison. That is all, Mr. Chairman. 
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Mr. Harrison. I believe Mr. Martin has another question. 

Mr. E. Martin. Mr. Burmeister, has the Secretary of Agriculture 
recently made recommendations to the President for investigations 
under section 22? 

Mr. Burmetster. That I am not certain of. 

Mr. E. Martin. Could you answer, Mr. DeFelice? 

Mr. DeFetice. To my knowledge; no, he has not. How recently 
are you referring to? 

Mr. E. Martin. Within recent weeks. 

Are there any recommendations now at the White House for action 
under section 22? 

Mr. Burmeister. I think you would have to ask the Secretary about 
that. 

Mr. DeF xice. I believe in those matters, too, the information is not 
made available, but is treated as confidential until the President has 
had an opportunity to acknowledge receipt of it. It is in correspond- 
ence between the Secretary and the President, and it has not been the 
practice of the Department to publish that until the President has 
acknowledged receipt of it. 

Mr. E. Martin. Do you have any information on action by the Pres- 
ident on any such recommendations, if any ¢ 

Mr. Burmeister. When the President acts, if it is an action favor- 
able to carrying out the Secretary’s recommendation to direct the 
Commission, he will notify the Commission and the Commission will 
issue a public notice of investigation. 

Mr. f Martin. I understand that, but my question was: Do you 
have any information on any recent decisions by the President to order 
section 22 investigations ? 

Mr. Burmeister. No, sir. 

Mr. E. Martin. Have you been in touch with the White House 
today ? 

Mr. Burmetster. No, sir. 

Mr. E. Martin. Thank you, sir. 

Mr. Harrison. Thank you very much, Mr. Burmeister. 

Mr. Burmeister. Mr. Chairman, if I may, I understand that there 
were some witnesses earlier in this hearing who made some reference 
to restrictions against United States agricultural exports to forei 
countries and, with your permission, I would like to submit for the 
record or for the committee’s use a recent publication entitled “Status 
of Quantitative Import Control of Selected United States Agricul- 
tural Exports—16 European Countries.” It is a little publication just 
issued in August of this year by the Foreign Agricultural Service and 
has some recent information with respect to the present status of quan- 
titative restrictions in these 16 countries. 

Mr. Harrison. Those restrictions continue right severe against 
American fruit and vegetables throughout the world, do they not? 

Mr. Burmetster. Yes, sir. 

Mr. Harrison. Yet we have been making concessions, have we not— 
substantial concessions—to the foreign fruits and vegetables? 

Mr. Burmeister. We have made some concessions to Canada. 

Mr. Harrison. And the Netherlands, have we not ? 

Mr. Burmeister. The Netherlands; yes. 


83979—56—pt. 3——3 
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Mr. Harrison. Without any compensatory concessions on the part 
of those countries for our fruits and vegetables ? 

Mr. Burmetster. We have received compensation on paper, at least, 
and we have been working to get those in operation. Now, some coun- 
tries have put some of those concessions into effect just in the last year 
orso. I believe Denmark was the most recent one. 

Mr. Harrison. Denmark and the Netherlands. 

Mr. Burmeister. Yes, sir; and Germany is taking action on some 
of the fruit items. 

Mr. Harrison. Well, our concessions have been actual and theirs 
have been on paper; is that right ? 

Mr. Burmetster. In a good many cases, yes, sir; but that was based 
on hope. 

oro gs At this point in the record we will insert the pam- 
phlet to which Dr. Burmeister previously referred. 

(The pamphlet referred to follows :) 


















STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED U NITED STATES 
AGRICULTURAL Exports—16 EUROPEAN COUNTRIES 






United States Department of Agriculture, Foreign Agricultural Service, 
August 1956 







The lists, which have been prepared by the European Analysis Branch on the 
basis of information available as of August 15, 1956, show quantitative import 
restrictions on commodities important in United States agricultural exports to 
the different European countries, or important both as agricultural import items 
in the countries coneerned and as agricultural export items in the United States. 
Also shown are the principal commodities of interest to United States agricul- 
ture, whose importation from the United States has been liberalized, i. e., freed 
from quantitative restrictions. 

It should be further noted that the term “state monopoly control” as used 
here covers what, so far as quantitative import restrictions are concerned, 
amounts to state trading in that the government participates in the management 
of the trade, rather than exercising control simply by giving or refusing indi- 
vidual importers permission to import, or by granting or withholding the neces- 
sary foreign exchange. This government participation may be effected through 
state-owned monopolies, private monopolies under government supervision, semi- 
governmental agencies, groups of private traders that act for the government, or 
other mechanisms. 


















Status of quantitative import control over selected United States agricultural 
exports, Aug. 1, 1956 


AUSTRIA 







State monopoly control, and License and exchange controls Liberalized, i. e., no quantitative 
license and exchange controls restrictions 







a i ey 






Wheat Oranges Vegetable oils ' 

Corn Grapefruit Lemons 

Hogfat, including lard Apples Pineapples 

Tobacco Pears Canned fruit juice 2 
Dried fruit Certain canned fruit 3 






1 Olive oil, soybean oil, cottonseed oil, linseed oil. 
2 Not condensed, unsweetened (grapefruit and pineapple juices and mixtures). 
3 Pineapples, guavas, grapefruit, and peaches. 


Note.—Except for the items listed in the last column, there are no United States agricultural produets 
of significance on the dollar liberalization list. 
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BELGIUM 





License and exchange controls 





Wheat and wheat flour 
Apples 

Pears 

Butter 

Evaporated milk 

Eggs 

Meat, salted, dried, or smoked 
Lard 


} 
; 





Liberalized, i. e., no quantitative restrictions 


Cotton 

Tobacco 

Corn and sorghum 

Barley and oats 

Pulses 

Ollseeds 

Prunes and raisins 

Oranges and lemons 

Canned fruits, nuts, figs 
Flour and groats, except of wheat and rye 
Tallow 

Condensed milk, milk powder 
Poultry 

Honey 








Note.—Liberalized items include some other United States agricultural products of lesser importance 
than those listed in the last column. For many nonliberalized commodities licenses are granted freely. 


DENMARK 


License and exchange controls 





} 
Wheat ! 
Corn 
Canned fruit 
Dried fruit * 
Citrus fruit 
Apples 
Pears 








Liberalized, i. e., no quantitative restrictions 


Cotton 
Tobacco 
Oilseeds 
Rice 


| Hops 


Pulses 
Various seeds 
Feedstuffs (oilcake, bran, etc.). 


+ Undressed hides and skins 
| Casings 


} 


} 





1 Danish importers will during the period Aug. 1, 1956, to July 31, 1957, be permitted imports of wheatffor 
food purposes from the United States and Canada against payment in dollars in an amount corresponding 
to the Danish quota under International Wheat Agreement. 


2 For raisins licenses are granted freely. 


Note.—Liberalized items include some other United States agricultural products of lesser importance 


than those listed in the last column. 


State monopoly control, and license and | 
exchange controls | 


FINLAND 





License and exchange controls 





Wheat 
Rye | 
| 


| Corn 


Cotton 
Tobacco 
Dried fruit 
Canned fruit 
Lard 

Tallow 





Note.-—-All dollar agricultural products are subject to quantitative import restrictions. 








FRANCE 
State monopoly control, and license License and exchange controls 
and exchange controls 
quand oe een nnn een een eee eee 
Tobacco Cotton 
Wheat Citrus fruit 
Corn Dried fruit 
Sorghum Nuts 
Edible fluid oils Apples 


Oilseeds yielding edible fluid oils Pears 





NoTE,—The only United States agricultural export items liberalized (i, e., not subject to quantitative 


restrictions) are cotton linters and ramie, 
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WEST GERMANY 














State monopoly control, and License and exchange controls | Liberalized, i. e., no quantitative 
license and exchange controls restrictions 
Wheat Vegetable oils (edible) Cotton 
Corn and sorghum Vegetable oils, not raw, for tech- | Tobacco 
Lard 3 nical use (inedible) Oilseeds 
Butter Citrus fruit 1 Vegetable oils, raw, for technical 
Meat Dried prunes and raisins 23 use (inedible) 
Fresh apples and pears Hogfat and tallow for technical use 


Canned grapefruit 

Dried apples and pears 

Tomato juice and powder 

Eggs without shells, and egg yolks: 
liquid, frozen, or dried 








1 Except canned grapefruit. However, open tender announcements, published Feb. 28, 1956, and sub” 
sequently amended, permit the import of fresh citrus fruit, juices, and some concentrates, against free 
dollars, until Dec. 15, 1956, unless an unpublished total value limitation is reached prior to that date. 

2 Imports of all dried fruits and nuts permitted under open tender, against free dollars, from September 
1955 through December 1956. 

3 After this list was completed, information was received that imports of fatback will be permitted under 
open tender, against free dollars, from Aug. 18, 1956, to Mar. 31, 1957, and that all dried fruit except raisins 
and currents, all tree nuts, and fruit pulp, frozen or in brine or water, have been liberalized. 


Note.—In addition to the items listed in the last column, the dollar liberalization list contains a few other 
products of some actual or potential interest to United States agriculture, such as alsike clover and red top 
~— ae almonds, figs, dates, olives, fruit preparations in barrels with sugar or alcohol, poultry fat, and 
poultry liver. 


GREECE 


State monopoly control Liberalized, i. e., no quantitative restrictions 





Wheat Oilseeds 
Vegetable oils 
Meats 
Dairy products 
Cotton 











Note.—Except for w heat and flour, there are no quantitative restrictions on dollar imports of agricultural 
products, though applications for dollar exchange must be approved by the authorities who determine 
en es will be financed by United States procurement authorizations or by the dollar resources 
of the Bank of Greece. 








IRELAND 
State monopoly control and license | License and exchange controls Exchange control 

and exchange controls 
Wheat | Tobacco | Cotton 
Corn | Apples 
Sorghum Soy 
Butter Flaxseed 

Cheese 





Norte.—All dollar agricultural products are subject to exchange control, but currently dollars are bet 
made available automatically. However, the importation of many agricultural items remains prohibi 
except under license granted by the Department of Agriculture, the Department of Industry and Commerce 
(wheat flour and other wheat products), or the revenue commissioners (tobacco). 





ITALY 


State monopoly control, and 
~ Heense and exchange controls 


License and exchange controls Liberalized, i. e., no quantitative 
restrictions 











Wheat Cotton Inedible tallow 
Tobacco Corn | Cotton linters 
Vegetable oils | Hides and skins 
Oilseeds Oileake and meal 
Dried prunes Fats from bones, kitchen and 
slaughterhouse residues 





Norte.—The items in the last column are the only important United States agricultural export products 
on the dollar liberalization list. 





Baca | 


ind 


icts 


ee 
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THE NETHERLANDS 


License and exchange controls 





Liberalized, 1. e., no quantitative restrictions 





Wheat and wheat flour Cotton 
Apples Tobacco 
Pears 


Corn and sorghum 


Oranges Rye, barley, and oats 

Lemons and other citrus fruit Flour and groats, except of wheat and rice 
Prunes Oilseeds 

Raisins Raw vegetable oils 

Pulses | Canned fruits 

Lard 


Nuts and figs 

Canned vegetables, except tomatoes 
Frozen beef and mutton 

Poultry 

Honey 








Note.—Liberalized items include some other United States agricultural products of lesser importance 
than those listed in the last column, For many nonliberalized commodities licenses are granted freely. 


NORWAY 





dd, i. e., no quantitative 
license and exchange controls 


State monopoly control, and | License and exchange controls | Liberalize 
| restrictions 


Wheat | Deciduous fruits Cotton 
Corn | Oranges Tobacco 
Oilseeds 
Lemons 
Grapefruit 
Raisins 
Prunes 
Hops 
Hides and skins 
Tallow 
Casings 


| 
| 
| 


Note.—Except for the items in the last column, there are no United States agricultural products of 
significance on the dollar liberalization list. 


PORTUGAL 





License and exchange controls Liberalized, i. e., no quantitative 
restrictions 


State monopoly control 





Wheat Cotton Hops 
Tobacco Canned foods ! 





1 Except unsweetened fruit. 
Note.—Except for the items listed in the last column, no dollar agricultural products of significance 


are on the dollar liberalization list. Though wheat and tobacco appear on the list, this is meaningless 
because of the existence of monopoly control over imports. 


SPAIN 


State monopoly control, license and exchange controls 





Cotton Vegetable oils 
Wheat Oilseeds 
Tobacco 





Note.—All dollar agricultural products are subject to quantitative import restrictions, 









1278 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 





SWEDEN 





State monopoly control License and exchange Transit dollar list ! Liberalized, i. e., no 
controls | quantitative restrictions 
| 










Tobacco Wheat and flour Deciduous fruit except | Cotton 
Corn and other grains apples and pears | Rice 
(except rice) Citrus fruit | Dried fruit and nuts 
Soybeans | Canned fruit and juices 
Soybean oil Flaxseed 
Apples and pears Crude linseed oil 
Hops 





Hides and skins 


1 For products on the transit dollar list licenses are granted freely if payment is made in transit dollars 
on which a premium of a few percent is paid, or, if procured in nondollar countries, payment is made in 
the currency stipulated in Sweden’s trade agreement with that country. 







' Note.—Except for the items listed in the last column, there are no United States agricultural products 
of significance on the dollar liberalization list. However, liberal granting of licenses is indicated for feed 
grains, oilcake, soybeans, apples, pears, and salted horsemeat. 








SWITZERLAND 





State monopoly control, licenses Liberalized, i. e., no quantitative restrictions 
(no exchange control) 
















Wheat Citrus fruit 
Corn Tobacco 
Rice Cotton 
Butter 






Lard 
Vegetable oils, edible 








Note.—There are no exchange controls on products from the dollar area, but in principle all imports of 
agricultural products that are also domestically produced are subject to some type of quantitative restriction 
in connection with domestic farm support programs, 







UNITED KINGDOM 






License and exchange controls Open individual license ! Liberalized, i. e., under open 
general license 











Citrus fruit Wheat Tallow 

Apples and pears Corn Hides and skins 
Dried fruit Sorghum Cotton linters 
Canned fruit and juices Cotton 

Meats Tobacco 2 

Dairy products ar 

Eggs Vegetable oils, except cottonseed 





Soybeans, flaxseed 
Dry white edible beans 






1 Gives freedom to import from the dollar area without restriction for the time being but subject to indi- 
vidual importer licensing and recording. 

2 For 1 year’s utilization, the manufacturers undertaking to limit the dollar proportion of their combined 
usings of light and Oriental tobaccos for domestic consumption to 61 percent, and to be as economical as 
possible in the use of dollar dark tobaccos, and of all dollar tobaccos for their export trade. 


Note.—Except for the items listed in the last column, there are no United States agricultural export 
items of significance that are under open general license. 








Mr. Harrison. Thank you, Doctor. We thank you very much for 
your appearance and the information which you have given the 
committee. 

Dr. Burmeister. Thank you, gentlemen. 

(The following material was later submitted for the record :) 
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Part 6—ImportT QUOTAS AND FEES 
SUBPART—GENERAL PROVISIONS 


ty Responsibility for actions under section 22 and section 8 (a). 

6.3 Requests by interested persons for action by Department of Agriculture. 

6.4 Investigations. 

6.5 Hearings under section 22. 

6.6 Submission of recommendations under section 22. 

6.7 Submission of recommendations under section 8 (a) (emergency treatment). 
6.8 Representation at Tariff Commission hearings. 

6.9 Information. 

AuTHoRITY: §§ 6.2 to 6.9 issued under R. 8. 161, sec. 3, 62 Stat. 1248, as 
amended, sec. 8, 65 Stat. 75; 5 U. S. C. 22, 7 U.S. C. 624, 19 U.S. C. 1365. 

SourcE: §§6.2 to 6.9 appear at 17 F. R. 8287, Sept. 16, 1952, 19 F. R. 57, 
Jan. 6, 1954. 

Cross REFERENCE: For United States Tariff Commission regulations on investi- 
gations of effects of imports on agricultural programs, see 19 CFR, Part 204. 

§ 6.2 Responsibility for actions under section 22 and section 8 (a). The 
primary responsibility within the Department of Agriculture for action on mat- 
ters for which the Secretary is responsible under section 22 of the Agricultural 
Adjustment Act of 1933, as amended, and section 8 (a) of the Trade Agreements 
Extension Act of 1951 is assigned to the Administrator, Foreign Agricultural 
Service (referred to in this part as the “Administrator”), but the other offices, 
agencies, and bureaus of the Department whose activities will be affected by any 
action under section 22 or section 8 (a) shall be consulted by the Administrator 
in discharging his responsibility under this part. 

§ 6.3. Requests by interested persons for action by Department of Agricul- 
ture—(a) Section 22. A request for action under section 22 should be submitted 
in duplicate to the Administrator, Foreign Agricultural Service, United States 
Department of Agriculture, Washington 25, D. C. Such request shall include 
a statement of the reasons why action would be warranted under section 22 and 
shall be supported by appropriate information and data. 

(b) Section 8 (a). A request for action under section 8 (a) should be sub- 
mitted in duplicate to the Administrator, Foreign Agricultural Service, United 
States Department of Agriculture, Washington 25, D. C. Such request shall 
include a statement of the reasons why the commodity is perishable, and why, 
due to such perishability, a condition exists requiring emergency treatment, and 
shall be supported by appropriate information and data. A request under sec- 
tion 8 (a) submitted in connection with a proposed section 7 (Trade Agreements 
Extension Act of 1951) investigation shall not be acted upon until a section 7 
application has been properly filed by the person making the request with the 
Tariff Commission, and a copy of such application and supporting information 
and data are furnished the Administrator. 

§ 6.4. Investigations—(a) Section 22. The Administrator shall cause an in- 
vestigation to be made whenever, based upon a request submitted pursuant to 
$6.3 or upon other information available to him, he determines that there is 
reasonable ground to believe that the imposition of import quotas or fees under 
section 22 may be warranted, or that the termination or modification of import 
quotas or fees in effect under section 22 may be warranted. 

(b) Section 8 (a). The Administrator shall cause an immediate investigation 
to be made whenever (1) a request is received for emergency treatment in con- 
nection with an application properly filed with the Tariff Commission under 


section 7: (2) a request is received for emergency treatment under section 22 
if the Administrator determines that there is reasonable ground to believe that 
the imposition of import quotas or fees under section 22 may be warranted; or 
(8) the Administrator, upon the basis of other information available to him, 
has reasonable ground for believing that emergency treatment under section 8 (a) 
is necessary. The Administrator shall expedite to the fullest practicable extent 
his attention to requests for emergency treatment under section 8 (a), and such 
requests shall receive priority over requests for other action under section 22. 
The investigation shall cover (1) whether the commodity is a perishable agri- 
cultural commodity; (2) whether, due to the perishability of the commodity, a 
condition exists requiring emergency treatment as indicated by such factors as 
(i) the marketing season for the commodity, (ii) past and prospective domestic 
production, stocks, requirements, and prices, (iii) past and prospective imports; 
and (3) such other matters as the Administrator determines are relevant to a 
determination as to whether emergency treatment for the commodity is necessary. 
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No public hearing shall be held in connection with investigations under this 
paragraph. 

§ 6.5 Hearings under section 22. The Administrator is authorized to provide 
for such public hearings as he deems necessary to discharge the responsibility 
for action under section 22 vested in him by §§ 6.2 and 6.4 (a). In view of the 
need, however, for prompt action on requests for action under section 22, public 
hearings shall be held in connection with investigations conducted under § 6.4 (a) 
only when the Administrator determines that a public hearing is necessary to 
obtain supplementary information not otherwise available. Any public hearing 
which is held shall be conducted by representatives designated for the purpose 
by the Administrator; shall be preceded by such public notice as, in the opinion 
of the Administrator, will afford interested persons reasonable opportunity to 
attend and present information; and minutes of the proceedings at such hearing 
shall be obtained. Hearings shall be informal and technical rules of evidence 
shall not apply. Such hearings are for the purpose of obtaining information 
for the assistance of the Secretary. However, in discharging his responsibilities 
under section 22, the Secretary is not restricted to the information adduced at 
the hearings. 

§ 6.6 Submission of recommendations under section 22. (a) The Adminis- 
trator shall make a report to the Secretary upon the completion of each investi- 
gation made by him pursuant to § 6.4 (a). The report shall summarize the 
information disclosed by the investigation; shall contain the recommendations 
of the Administrator; and, in case action under section 22 is recommended, shall 
be accompanied by a suggested letter from the Secretary to the President recom- 
mending that the Tariff Commission be directed to conduct an investigation. 
Such report shall be submitted to the other offices, agencies, and bureaus of the 
Department of Agriculture whose activities would be affected, for concurrence or 
comment. 

(b) The Secretary will recommend that the President direct the Tariff Com- 
mission to conduct an investigation under section 22 only if he has reason to 
believe, upon the basis of the information available to him, that import quotas 
or fees should be imposed. 

§6.7 Submission of recommendations under section 8 (a) (emergency treat- 
ment)—(a) Section 22. The Administrator’s report submitted pursuant to § 6.6 
shall indicate whether or not emergency treatment is necessary. If emergency 
treatment is recommended, the report shall discuss the condition which requires 
emergency treatment and be accompanied by suggested letters from the Secretary 
to the President, to the Tariff Commission, and to the petitioner (if any) 
advising them of the Secretary’s determination. The suggested letter from the 
Secretary to the President shall include a recommendation as to whether such 
emergency treatment should take the form of action by the President prior to 
receiving the recommendations of the Tariff Commission, or whether a decision 
by the President may appropriately be withheld until the recommendations of 
the Tariff Commission are received. If emergency treatment requested is not 
recommended, the report to the Secretary shall be accompanied by suggested 
letters from the Secretary to the petitioner and the Tariff Commission stating 
the action taken. 

(b) Section 7. The Administrator shall make a report to the Secretary upon 
the completion of each investigation made by him pursuant to §6.4 (b). The 
report shall summarize the information disclosed by the investigation, including 
the points listed in §64 (b) which were considered in reaching the recom- 
mendation, and shall contain the recommendations of the Administrator as to 
whether or not emergency treatment is required. If emergency treatment is 
recommended, the report shall discuss the condition which requires emergency 
treatment and shall be accompanied by suggested letters from the Secretary 
to the President, to the Tariff Commission, and to the petitioner advising them 
of the Secretary’s determination. The suggested letter from the Secretary 
to the President shall include a recommendation as to whether such emergency 
treatment should take the form of action by the President prior to receiving 
the recommendations of the Tariff Commission, or whether a decision by the 
President may appropriately be withheld until the recommendations of the 
Tariff Commission are received. If emergency treatment is not recommended, 
the report to the Secretary shall be accompanied by suggested letters from the 
Secretary to the petitioner and to the Tariff Commission stating the action 
taken. Each such report shall be submitted to the other offices, agencies, and 
bureaus of the Department of Agriculture whose activities would be affected, 
for concurrence or comment, 
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§6.8 Representation at Tariff Commission hearings. The Department of 
Agriculture shall be represented at all hearings conducted by the Tariff Com- 
mission under section 22 by persons designated by the Administrator, assisted 
by a representative of the Office of the Solicitor. Such representatives shall 
present the recommendations of the Department of Agriculture, shall submit 
such information and data in support thereof as are available, and shall exercise 
the right of examining other witnesses which is granted to the Secretary. 

§6.9 Information. Persons desiring information from the Department of 
Agriculture regarding section 22 or section 8 (a), or any action with respect 
thereto, should address such inquiries to the Administrator, Foreign Agricultural 
Service, United States Department of Agriculture, Washington 25, D. C. 

Mr. Harrison. The next witness will be Mr. Harry Shooshan, who 
is the international activities assistant on the technical review staff 
of the Office of the Secretary of the Department of the Interior. 

We are grateful for your coming, Mr. Shooshan, and you may pro- 
ceed in your own way. 


STATEMENT OF HARRY SHOOSHAN, DEPARTMENT OF THE 
INTERIOR’S REPRESENTATIVE AS INTERNATIONAL ACTIVITIES 
ASSISTANT ON THE TECHNICAL REVIEW STAFF 


Mr. SHoosuan. Thank you, sir. 

My name is Harry Shooshan. I am international activities assist- 
ant on the technical review staff, Office of the Secretary, Department 
of the Interior. I am the Department’s representative on the Inter- 
departmental Trade Agreements Committee and also on the Committee 
for Reciprocity Information. 

My purpose in appearing before you today is to describe briefly 
the participation by the Department of the Interior in the trade agree- 
ments program and related commercial policies of the United States. 

Witnesses representing other executive departments and agencies 
have testified or will be testifying regarding the procedures under 
which their departments participate in these programs. I shall en- 
deavor to avoid duplication of the testimony given by those witnesses, 
in particular, the testimony given by the representative of the De- 
partment of State which includes a description of the operation and 
procedures of the Interdepartmental Trade Agreements Committee. 

Why does the Department of the Interior participate in the trade 
agreements program ¢ 

Our Department is directed to participate in this work by Executive 
order of the President. Our participation stems from our close asso- 
ciation with the problems of the minerals and fuels industries, the 
fishing industry, and the Territories and island possessions of the 
United States. Trade in minerals, fuels, fish and fish products, the 
products of our Territories and island possessions is big trade; it is 
important ; it is complex. 

What role does the Department of the Interior play ? 

The Department of the Interior is a voting member of the Trade 
Agreements Committee and is also a member of the Committee for 
Reciprocity Information. The role of these two organizations in 
achieving interdepartmental coordination has been described in other 
testimony. 

Through membership on these committees, the Department of the 
Interior is able to bring together the knowledge of our various ex- 
perts in the fields of their competence and evaluate the various pro- 
posals which evolve from the work of the committees. 
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The various bureaus and offices of our Department who work on 
these problems have intimate knowledge of the industries with whom 
we deal and which is of material assistance to the interdepartmental 
considerations which take place on tariff and trade matters. Through 
such knowledge of our own special fields we try to assist the overall 
effort. 

In addition to the trade agreements work, the President, from time 
to time, calls upon the Secretary of the Interior, among others, to 
advise him with respect to escape-clause reports of the Tariff Com- 
mission. As has been pointed out by other witnesses and, as I believe 
the subcommittee understands, this work is separate and distinct from 
the interagency work assigned to the Trade Agreements Committee 
and the Committee for Reciprocity Information. 

In those cases where the President requests the views of the Secre- 
tary of the Interior with respect to escape-clause reports, the Secre- 
tary gives his advice based on internal review within our own De- 
partment and not as a result of the considerations of these inter- 
agency committees. 

The procurement of materials and, in particular, the procurement 
of electrical equipment by our Bureau of Reclamation and Bonneville 
Power Administration from time to time involves problems of competi- 
tion between domestic and foreign bidders, involving questions of 
foreign economic policy. 

How does the Department of the Interior participate in this foreign 
trade work ? 

Within the Office of the Secretary there is a staff office of specialists 
who work collectively as the technical review staff. Among these 
specialists is one on international activities. This is the position 
which I occupy. Among other assignments, matters relating to tariffs 
and trade flow into my office and through me to the appropriate 
secretarial officers and bureaus which may be involved. 

There is, thus, a staff officer serving as a focal point at the secre- 
tarial level which permits the efficient two-way flow of information 
needed in order to assist deliberations of the executive branch. On 
matters that require policy guidance I thus go, in the first instance, 
if it is a minerals matter, to the Assistant Secretary for Mineral Re- 
sources; if it is a fishery matter, I go to the Assistant Secretary for 
Public Land Management whose administrative responsibilities have, 
until this last session of the Congress, included responsibility for the 
Fish and Wildlife Service. 

As the committee knows, the 84th Congress has created a new 
Assistant Secretary for Fish and Wildlife, and so, in the future, it 
would be to that office which I would, in the first instance, go for 
policy guidance in that field. The responsibilities of the Assistant 
Secretary for Public Land Management also includes matters relating 
to the territories and island possessions, so I go to him for policy 
guidance in this area. 

Experts from the bureaus assist in various ways: At times they sit 
in on subcommittees or working groups of the Trade Agreements Com- 
mittee. At other times they appear before the Trade Agreements 
Committee to give advice and assistance directly to that group. At 
other times they prepare various studies and reports for my use or the 
use of the Trade Agreements Committee. 
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My role is, perhaps, best described as that of a coordinator or a 
conduit, in eter to make available the policy views and technical 
knowledge of our Department and to receive and disseminate the views 
of those outside of our Department. Thus, it is not as an individual 
that I participate; rather, it is through me that the combined expert- 
ness of our Department is made available to the interdepartmental 
group who sift information and advice from within as well as outside 
of Government. 

All of this work within our Department is, of course, subject to the 
review and direction of the Secretary of the Interior. I have simply 
tried to describe, in summary fashion, how we work for him in this 
particular field. on 800 

The Department attaches importance to its participation in this 
work. Through such participation we are able to assist the determined 
efforts of the Government to move soundly in trade and tariff matters, 
with the fullest measure of confidence in the facts and judgments based 
thereon. Through participation we strive to derive concessions which 
are a benefit to the economy as a whole and the areas of our special 
interest in particular. 

Through participation we endeavor to remove restrictions in export 
markets which are of interest and concern to the areas of our assigned 
responsibility. 

Mr. Chairman, this completes the brief statement summarizing the 
general nature of the participation of the Department of the Interior 
in the administration of the trade-agreements program. I will be glad 
to respond to questions you may have which fall within the limits of 
my competence. 

Mr. Harrison. Thank you very much, sir. The staff would like to 
ask you some questions. 

Mr. E. Martin. Mr. Shooshan, do you think the escape-clause legis- 
lation as presently worded is appropriate ? 

Mr. SHoosuan. Mr. Martin, may I assume that these are the general 
questions you have been asking ? 

Mr. E. Martin. Yes, sir. 

Mr. Suoosuan. Well, I am going to try to answer these as fully as 
Ican. We have gone into the questions, and we have had the advantage 
of some time which some of the other witnesses have not had, but there 
is the problem that a lot of thought has gone into the preparation of 
these questions, but to answer them as fully as might be required, we 
just have not had time. 

On the other hand, I am prepared to try to give as meaningful 
answers as possible today, realizing that I may be understating or 
overstating some of these answers and the possible danger that involves. 

Mr. Harrison. Yes; if you desire to supplement them, we would be 
very happy to have you do so. 

Mr. SHoosHan. Maybe, Mr. Martin; I would be glad to rely on your 
advice as to the satisfactory nature of my responses and then if you 
would rather have them supplemented, I will be prepared to do so. 

Mr. Harrison. Certainly. 

Mr. Suoosuan. In response to your question, Mr. Martin, the escape- 
clause wording as we see it is appropriate in carrying out the purposes 
as contemplated by it, and our experience with it has been satisfactory. 

Mr. E. Martin. Thank you. You will pardon me if I cut you off. 
It is not intentional, I assure you. 
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Mr. SHoosuan. Go ahead, sir. I have finished. 

Mr. E. Martin. Would it be feasible to reduce the time within which 
the President must act following Tariff Commission reports in escape- 
clause proceedings from 60 to 30 days? 

Mr. SHooswan. Well, now, of course, we are very sympathetic with 
what I am sure is the motive behind this question. I would assume 
the idea is to get expeditious relief, if relief is to be granted an industry, 
and certainly in terms of that motive I think it is a good one. 

On the other hand, in view of the fact that it is a Presidential deci- 
sion and the factors that may go into his arriving at his decision are 
various it would be hard for us to say whether it would be reasonable 
to expect that he would get all the information he had to have in that 
period of time. However, I think you have pointed your finger at a 
subject that has been giving us a lot of thought, and 1 am sure it will 
be given sympathetic consideration, at least, by our Department. 

Mr. E. Marrin. You are not sure whether it would be feasible ? 

Mr. SHoosHan. I am not sure whether it would be feasible; no, 
sir. If it is feasible and if it can be done, certainly we would be for it. 

Mr. FE. Martin. You are a member of the Trade Agreements Com- 
mittee which is the President’s adviser on policy matters under the 
escape clause ? 

Mr. SHoosHan. Yes, sir, we are members of that Committee. 

Mr. E. Martin. Would you take up with that Committee the ques- 
tion of whether it is feasible, and whether that Committee thinks it 
would be feasible to reduce the time? 

Mr. SHoosHan. Certainly, as you well know, we are one member 
of the committee, and we will certainly be very glad to. I am sure 
that all this testimony will be something which we in the executive 
branch will profit from immensely and I am sure this is one thing 
that if it has not been looked into before will certainly be looked into 
now. 

Mr. E. Marrrn. Should the President have authority to review the 
Tariff Commission findings of injury under the escape clause? 

Mr. SHoosHan. We think he should; yes, sir. 

Mr. E. Marty. Should the Tariff Commission include in its report 
to the President all features of the situation in escape-clause proceed- 
ings, including those outside the scope of its present instructions ? 

Mr. SHoosHAN. Now, this is one of the tougher ones that I was 
talking about in the first instance. Again, if the objective is to get 
well rounded decisions, based on all facets of the problem, we think 
that the present system is a good one in that it makes available to the 
President a clearly articulated report of the Tariff Commission on 
economic grounds and the question of whether there is injury, but 
the art of making judgments based on those facts involves coordina- 
tion with other aspects of the President’s program; it might be foreign 
economic policy generally or it could be foreign policy more broadly 
or it could be national-security questions. 

We think that these considerations are all in operation now, but 
nothing is so good that it cannot be better. However, we think the 
system works pretty well and that it is basically better perhaps to 
have the Tariff Commission continue to do as they have been doing in 
the past. 

Mr. E. Martin. Only that? 

Mr. SHoosuan. That is right, sir. 
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Mr. E. Martrx. Do you consider that the President’s report to 
Congress—this is with reference to the peril points rather than the 
escape clause—on violins and tungsten compounds was a clearly ar- 
ticulated report, if I may use your word ? 

Mr. SHoosHan. Well, I do not think I used it in that context. Now, 
let me say two things: One, obviously the President had all informa- 
tion available to him; and, second, what he said, certainly, our De- 
partment would not question. He made his report, and I am afraid 
that we just would not comment on that, Mr. Martin. 

Mr. E. Martin. Could you judge from the report why it was made? 

Mr. SHoosHan. I would have to read it again to know. Having 
been a part of the negotiations, my memory is faulty as to what was 
in the statement itself and what was in the record of the negotiations. 
I will have to refresh my memory, Mr. Martin. 

Mr. E. Martin. In your view, or in the view of your Department, 
is it appropriate for the Interior Department to advise the President 
to act contrary to Tariff Commission escape-clause findings of injury ‘ 

Mr. SHoosHan. You say is it appropriate ? 

Mr. E. Martin. Yes, sir. 

Mr. SHoosuan. Well, if the President asks us to review the report 
and give him our views on it, we would think it was appropriate to 
give him our views. 

Mr. E. Martin. Are not the escape-clause reports sent as a matter 


of course to all the members of the Trade Agreements Committee? 

Mr. SHoosHan. No, sir. 

Mr. E. Martin. They are not? 

Mr. SuoosHan. No, sir. The reports go from the Tariff Commis- 
sion to the President and it does not come within the trade agreements 
machinery at all. We only get those cases on which the President 
chooses to get our views. 

Mr. E. Martry. When he asks your views, and you think the Tariff 
Commission’s finding of injury was wrong, would you so advise the 
President ? 

Mr. SuHoosuan. Well, of course, I appreciate the spirit in which 
you are asking the questions, but actually we do not frequently find 
the answers as black and white or right or wrong. 

Frequently, there are other programs in the offing that we call 
attention to and which might be of greater benefit to the domestic 
industry than the tariff route, and we make that information available 
to the President also. 

So, what I would say is that if it is a subject on which we have no 
knowledge, we certainly are not going to go behind the Tariff Com- 
mission facts. You really have to proceed on these matters on a case- 
by-case basis, to give you the answer that you would really want, I 
think, and I, of course, could not do that. 

Mr. E. Martin. Might not the limitation on the President’s author- 
ity to increase tariffs on trade-agreement items lead in the direction 
of the use of import quotas? 

Mr. SHooswan. At the danger of oversimplifying my answer, I 
would say I think that is correct. There is a danger. 

Mr. E. Martin. Should there be the same kind of application initi- 
ated, a hearing and report with respect to import restrictions in escape- 
clause proceedings, section 22, antidumping, and countervailing duty 
‘ases as well as national security amendment cases, and basically, 
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should we strive to have the same kind of notice and opportunity for 
hearing, reporting and accounting, and clarity of action as the end 
product in all of these cases? 

Mr. SHoosHan. I am sure you recognize that our Department is 
not by any means the expert or the operator of any of these programs. 

Mr. E. Martin. Therefore, we expect a completely objective answer 
on this one. 

Mr. SHoosHan. Well, our answer to that is that we would think 
that insofar as practicable this is a good idea. 

Mr. E. Martin. Now, the final question here is this: 

Are there adequate procedures whereby the views, suggestions, com- 
plaints, and so forth, of American industry and American businessmen 
can be expressed on the treatment accorded their exports and where- 
by prompt, reliable, and adequate answers could be obtained by them ? 

Mr. Suoosnan. Mr. Martin, I do not say this lightly, but I say 
that there is nothing particularly in government—as a man who has 
been around in government for quite a long time—there is nothing 
that is not so good that it cannot be better. We are always trying 
to find out if there are better ways we can get complaints from industry 
or their views. We think that by and large now there are some 
pretty good means for getting their views. In our own case, for ex- 
ample, our minerals and fuels and fishery people live very close to the 
respective industries, and work closely with them and get their ad- 
vice, and it is a wonderful relationship. There are also the formal 
procedures of CRI. 

But, as I say, we are searching with you for improvements because 
we must have information, and I might say, if you will permit an over- 
simplification, I have been impressed in the time I have been working 
with this subject that this is not a precise science—this whole field— 
and at the heart of anything we do must be upon the best possible 
information we have and that we can develop. 

It is, accordingly, to our interests to find out any ways of improv- 
ing the procedures for getting in views or complaints. So, we are very 
sensitive to this, and we are most anxious to work with this committee 
and the Congress to improve this problem so that all segments of the 
economy get their day in court. 

Mr. EK. Martin. I am sorry, but I have to add one final question: 
Does your Department subscribe to the compensatory tariff principle ? 
That is, if we have a duty on a basic raw material, say, tungsten, do you 
believe we should have a compensatory duty on products made from 
that raw material such as in the tungsten case, ferrotungsten, or high- 
speed steel ? 

Mr. SuoosHan. Well, truthfully, Mr. Martin, that one is complex 
beyond my competence. I have heard it discussed and I have heard 
our own people discuss it, but I just could not give you an accurate 
answer now. I would be most happy to give you a view on that, sir, 
subsequently. 

Mr. E. Martin. Thank you. 

Mr. Harrison. Mr. Morrison, do you have any questions? 

Mr. Morrtson. I have one question, Mr. Shooshan : 

Do you think it would be feasible and appropriate to give the De- 
partment of the Interior some special functions in respect to imports 
of mineral products and fishery products, as the Department of Agri- 
culture has with respect to agricultural products? 
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Mr. SuHoosuan. I am not sure what your question is driving at, sir. 

Mr. Morrison. I realize they could not be exactly parallel “because 
the Department of Agriculture functions in this respect have to do 
with programs for domestic agriculture but 1 imagine you have some- 
thing approximating these in certain minerals. 

Mr. SHoosuan. Yes, sir. 

Mr. Morrison. And, likewise, I presume this will be true with re- 
spect to fishery products i in the future, and I was wondering if we 
might have the ideas of you and your Department as to w hether some 
functions like those the Department of Agriculture has with respect 
to agricultural products might be appropr iately extended to the im- 
portation of mineral and fishery products ¢ 

Mr. Suoosuan. I did not mean to imply that T did not understand 
your question, but I am most interested in it, and let me try to answer 
it if I might, this way, sir: 

The Secretary of the Interior—the new Secretary—has said that he 
will want to see developed a long-range minerals program, for ex- 
ample, and he intends to have our Department submit this long- 

range minerals program to the next Congress. 

I know work is going on in that field. 

If you will permit me one more point, then I will sum up. The 
Fish and Wildlife Act of this past Congress created a new Assistant 
Secretary for Fish and Wildlife. It was a bill which tries to raise 
the stature and give consideration to the maintenance of a healthy 
commercial fishing industry. My point is that in these two long- 
range programs that are now in the workshops in our Department, I 
think there will be right across the board consideration of what will 
be needed to maintain a healthy and a vigorous mining industry and 
a healthy and vigorous commercial fishing industry, for example, and 
I think in that context that it would probably be very difficult to give 
an answer to your specific question before completion of those studies, 

but I think we will be coming close to what you are asking me now 
in these overall long-range studies that are in the works. 

Mr. Morrison. That is all, Mr. Chairman. 

Mr. Harrison. Do you have any recommendations for changing the 
present procedures under our tariff agreement legislation ? 

Mr. Suoosnan. This has been the toughest one for us to try to pre- 
pare an answer for, because again—and I do not mean to be insulting 
the intelligence of the committee by my truism—but I do come back to 
it again that we do not think anything is so good that it cannot be 
better.. With that I would go on to say, however, that we are, of 
course, as the chairman knows, only one member of the team, and the 
President is the quarterback of that team. Any thoughts we would 
have are likely to grow out of the kinds of studies which I was just 
indicating—the studies of maintaining a healthy and vigorous mining 
industry, and a healthy and vigorous commercial fishing industry. 

I think any fraction of those studies which involves tariffs and trade 
we would want to take up with the President, of course, to see whether 
this fits within his concept of the program. 

We do not have any suggestions to offer at this time, sir. 

Mr. Harrison. Do you think if we could rephrase the escape clause 
in the law so as to give more certainty to a businessman as to what 
the law is that governs him in the conduct of his business so that he 
may know where he stands, that it would be desirable? 
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Mr. SHoosHan. We would certainly not quarrel with the objective 
of letting the businessman know the ground rules. I am just not 
enough of an expert on the present wording of the law or the pro- 
ceedings which have been developed to think that is not the present 
situation, but, as I say, if we can get the ground rules more thoroughly 
understood by all the parties, we would be for that, sir. 

Mr. Harrison. The greatest complaint that we have had before 
this committee is that businessmen say that the wording of the escape 
clause is very indefinite. There is no yardstick by which they can 
present their evidence to the Tariff Commission and there is no yard- 
stick for the President in acting on the Tariff Commission’s recom- 
mendations with the result that they have 9 months of expensive 
litigation while the business is suffering from foreign competition 
and no rules to guide them or to guide the administrators in deciding 
their case. 

I am wondering if your Department could suggest any language 
that might improve that situation in order to have less criticism of the 
way in which the program is being administered now. 

Mr. SHoosHan. No, sir; we do not have at the moment, although 
actually we are most aware of these criticisms that have come up. e 
do not question that people are being hurt because they are not going 
to come down here and worry everybody to death just because they 
want to. I mean that they must have some problem on their hands, 
but on the other hand, there are cases that do come up in which it 
would appear that it is not so much procedures that bother them as the 
lack of the desired results, and some of the cases—and I have gone over 
them especially as brought out in Mr. Strackbein’s testimony—there 
I think he points out very aptly the fact that there is sort of a case-by- 


case approach to it. I am not sure how you could really put these 
down in some sore of an IBM machine so that you can say if you meet 
these criteria, these are the results you would get automatically be- 
cause each of these cases he cites do involve different sets of facts and 
considerations. 

Mr. Harrison. He seems to make the point that you do, at least 
giving the same my rp reasons, that a rule that denies relief in 

2 


one case is exactly the opposite when the shoe is on the other foot. If 
that is true, it does not seem to me that should be the law. 

If, in your Department, you could work out recommendations on 
this matter, we would be very happy to have you file them with the 
committee. 

Mr. Shooshan, we want to thank you very much on behalf of the 
committee for your testimony which has been most helpful, and which 
shows that you have given careful consideration to the problem. 

Mr. SuoosHan. We would be very happy to supply any information 
which we might work out subsequent to this hearing, sir. 

Mr. Harrison. The committee will stand adjourned until 2:30 
o'clock. 

(Whereupon, at 12:25 p. m., a recess was taken until 2:30 p. m. 
of the same day.) 

AFTER RECESS 


(The committee met at 2:30 p. m., pursuant to taking a recess.) 

Mr. Harrison. Our next witness is Mr. Philip Arnow, Associate 
ene Office of International Labor Affairs of the Department of 
4apdor. 
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We are very happy to have you here, Mr. Arnow. You may proceed 
in your own way. 


STATEMENT OF PHILIP ARNOW, ASSOCIATE DIRECTOR, OFFICE OF 
INTERNATIONAL LABOR AFFAIRS, UNITED STATES DEPARTMENT 
OF LABOR 


Mr. Arnow. Mr. Chairman and gentlemen of the committee, I am 
Philip Arnow, Associate Director, Office of International Labor Af- 
fairs of the Department of Labor and the Department of Labor’s rep- 
resentative on the Trade Agreements Committee and the Committee 
for Reciprocity Information. I am pleased to have this opportunity 
to appear before your committee to explain the Department of Labor’s 
role in the trade-agreements program. 

The Secretary of Labor has submitted prior statements to the Ways 
and Means Committee and to the Senate Finance Committee on the 
manner in which the Department of Labor fulfills its responsibilities 
in the field of foreign trade and specifically in the operations of the 
trade-agreements program. In particular, statements have been sub- 
mitted as part of the record in the hearings before this committee on 
H. R. 1 (January 21, 1955) and on H. R. 5550 (March 2, 1956). 
Rather than take the committee’s time to go over this material again, 
copies of these two basic documents are attached to this statement and 
submitted for the record. 

Mr. Harrison. We are very happy to have them, sir. 

Mr. Arnow. At this time I should like to expand on several of the 
points covered in these statements. 

When, acting under statutory authority, it has been decided that the 
United States should consider entering into tariff negotiations with 
one or more countries, the first major step is the preparation by the 
Trade Agreements Committee of an initial listing of commodities on 
which we can consider modifying duties. It is this list which becomes 
the basis for holding public hearings before the Committee for Reci- 
procity Information and before the Tariff Commission. Among vari- 
ous matters that the Department of Labor takes into account in 
developing the position which its representative on the Trade Agree- 
ments Committee shall take with respect to the screening of individual 
commodities for possible listing for public hearings are the following: 

1. Is the commodity produced to any significant degree in an area 
which has been designated as surplus labor area ? 

2. Is the commodity produced by an industry in which there has 
recently been, or is likely to be, a problem resulting from a minimum- 
wage determination? If the answer to this question is in the affirm- 
ative, what are the facts which have been brought forth in the 
minimum-wage determination and how do they relate to a possible 
tariff modification ? 

3. Are the occupational skills of the work force involved in making 
the product important for the maintenance of the mobilization base? 

4. Are there any other specific marketing, price, wage, or employ- 
ment problems with respect to the commodity known to the Depart- 
ment of Labor which should be considered ? 

The answers to these questions are obtained from resources avail- 
able within the Department of Labor, the Bureau of Employment 
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Security, the Bureau of Labor Statistics, and the Wage and Hour 
and Public Contracts Divisions. On the basis of this information 
policy officials of the Department determine the position which the 
Department shall take in the Trade Agreements Committee. I might 
note here that the Secretary of Labor takes a strong personal interest 
in these matters. After approval, the Department “of Labor member 
of the Trade Agreements Committee is responsible for presenting our 
position within TAC to make all agencies aware of the presence or 
absence of specific labor problems. 

When the list of commodities to be considered at the negotiations 
is approved by the President, the notice of intention to negotiate, 
along with the complete list of commodities, is issued publicly and 
published i in the Federal Register. The Department of Labor sends a 
copy of the notice and list to the President and research director of 
each legitimate national trade union in the United States, in the case of 
major negotiations, and to the particular national unions involved, in 
the case of negotiations covering only one or a few commodities. 

The second stage of review occurs after the public hearings before 
the Committee for Reciprocity Information, on which the Department 
is also represented. The various bureaus of the Department have had 
the opportunity of submitting questions for the use of the Department 
of Labor member of the CRI in questioning witnesses. At the CRI 
hearings we have had the opportunity of developing, amplifying, or 
verifying facts relating to labor aspects of the commodity problems 
invovled. After the heari ings have been concluded, the Department 
then reviews the public list ‘taking into account the additional facts 
developed at the CRI. This review brings into play the same resources 
which were employed in the first stage of our proceedings. At the 
conclusion of this review, the positions of this Department on indi- 
vidual commodities are again determined by policy officials of the 
Department. 

The Department position is presented in the Trade Agreements 
Committee through its regular member; if, in any instance, “the TAC 
adopts a position | at variance with that of the Department of Labor, 
the facts on both sides are brought to the attention of the Secretary 
and he makes the final decision with respect to further action. If the 
Department formally dissents from the conclusions reached by the 
committee, a formal statement of views is filed with the President. 
During the TAC proceedings, policy officials of the Department are 
kept informed of problems that arise and supplementary positions 
are prepared whenever necessary. 

During the actual negotiations the Department fulfills its responsi- 
bilities both through its membership in the Trade Agreements Com- 
mittee and through having one or more representatives on negotiating 
teams. At the last conference held at Geneva early this year our 
people took an active part in the detailed negotiations with a number 
of countries. Our representatives at Geneva had specific instructions 
not only to act as good negotiators in attempting to get adequaie 
reciprocity for what we could offer, but also to try to obtain conces- 
sions which would be of particular help in solving some of our employ- 
ment problems—for example, concessions on produets produced in 
areas where we have the greatest surplus of labor. Special problems 
that arose during the negotiations were referred back to the Depart- 
ment’s policy officials in Washington. 
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We in the Department also have other problems and responsibilities 
directly or indirectly related to the trade-agreements program. In 
every case we use the same resources in establishing our positions. 
The Secretary of Labor, for example, is usually asked to advise the 
President with respect to recommendations by the Tariff Commission 
in escape-clause cases. 

The Department’s views are provided also to the Office of Defense 
Mobilization in connection with applications for relief pursuant to 
section 7 of the Trade Agreements Act of 1955. The Director of 
Defense Mobilization looks to the Department in particular for 
evaluation of the extent to which foreign competition is jeopardizing 
the supply of key. skills needed in the Nation’s mobilization base. The 
Department uses the same resources of its constituent bureaus, supp!le- 
mented as necessary and feasible with special field surveys, to estab- 
lish its position with respect to such applications. 

The Department of Labor has established, on a smoothly operating 
basis, a system under which all of its resources are focused on inter- 
national trade problems whenever necessary. The fact that we are 
2 relatively small department makes it easy for us to cooperate in- 
ternally without formal directives or relatively complex machinery. 
We are aware, of course, that in some cases our resources are not as 
great as could be desired, particularly in determining the true effect 
of a specific tariff change upon domestic employment. The Depart- 
ment is currently consider ing what additional steps it can take to 
improve its work in this area. 

(The documents referred to in the above testimony are as follows:) 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, January 25, 19565. 
Hon. THomAs B. CurtIs, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN CurTIS: It is my understanding, pursuant to an oral re- 
quest from the staff of the Ways and Means Committee, that you would like me 
to advise you concerning the procedures that have been established in the Labor 
Department under the trade-agreements program, particularly with respect to 
affording opportunity for the presentation of views by those who might be af- 
fetced by tariff reductions. 

The Department of Labor is a member of the Trade Agreements Committee 
and the Committee for Reciprocity Information, in accordance with the provi- 
sions of Executive Order 10082. The functions and responsibilities of these 
committees in the trade-agreements program, including the requirements for 
public notice and hearings, are specified in detail in this order. 

Under the procedures specified, the. Labor Department’s representative on 
the Trade Agreements Committee participates in the formulation of the list of 
items which will be considered in tariff negotiations. This Department’s repre- 
sentative carefully reviews the items that are considered by the Committee for 
listing. The positions taken by the Department’s representative in interdepart- 
mental consideration of the listing question receive my personal attention. When 
the list of commodities to be considered at the negotiations is approved by the 
President, notice of intention to negotiate, along with the complete list of com- 
modities must be issued publicly by the Trade Agreements Committee as a basis 
for public hearings. The Department of Labor sends a copy of the notice of 
hearings and the complete commodity list, immediately upon its issuance, to the 
president and research director of each legitimate international trade union in 
the United States, a mailing of approximately 325 notices. This notice is also 
published in the Federal Register and given wide general distribution. I under- 
stand that other agencies take steps to keep other groups in the economy informed. 

The hearings are held by the Committee for Reciprocity Information, of which 
the Department of Labor isa member. Any interested person is given a reason- 
able opportunity to present his views to this committee. 
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As a result of the public notice, appearances have been made before the Com- 
mittee for Reciprocity Information by large numbers of business and labor or- 
ganizations. In addition, representatives of these organizations have occasion- 
ally asked for and been given opportunity to submit their views directly to offi- 
cials of this Department. 

The material submitted at the hearings is carefully reviewed within the De- 
partment together with data and technical information on employment, hours, 
and wages which are available in the Department and which can be gathered 
within the limits of available resources. The Department has and considers data 
on trends in employment and wages and economic conditions based upon its 
regular studies; data on the current labor-market situation of key plants which 
produce commodities involved in the negotiations; information regarding skills 
needed for mobilization purposes in the industries involved; and information 
eoncerning the relation of the Department’s minimum-wage programs to the 
tariff questions under consideration. This work is coordinated by the Assistant 
Secretary of Labor for International Affairs, whose staff represents the De- 
partment on the two interdepartmental committees mentioned above. 

On the basis of information available within the Department, together with 
information supplied by other departments and agencies through the Trade 
Agreements Committee—including the peril-point findings of the Tariff Commis- 
sion—the Department’s position in the prospective negotiations is determined. 
This matter receives my personal attention. These positions are presented 
before the Trade Agreements Committee by the Department’s representative 
on the committee. When any agency, including the Department of Labor, is not 
in agreement with the conclusion reached by the committee and formally dis- 
sents from its recommendations, that agency is required to file a formal state- 
ment of its views with the President. 

In conclusion, it should be noted that the Trade Agreements Committee re- 
views the tariff negotiations as they are in progress. The Labor Department’s. 
representative on the Trade Agreements Committee is usually a member of the 
United States delegation to the negotiating conference. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


SUPPLEMENTARY STATEMENT BY SECRETARY OF LABOR JAMES P. MITCHELL ON 
H. R. 5550 


(Requested by Representative Curtis of Missouri) 


During the course of the hearings on March 2, 1956, Representative Curtis 
of Missouri, asked the Secretary of Labor to supply additional information 
concerning the procedures followed in the Department of Labor in the process 
of negotiating a trade agreement. The basic procedures were set forth in a 
letter of January 25, 1955, from Secretary Mitchell to Congressman Curtis. 
The following additional information is supplied : 

Following Presidential decisions on the limits of the extent to which United 
States authority to reduce rates of duty, in negotiation, will be used, the negotia- 
tions themselves take place under the scrutiny of the interdepartmental Com- 
mitee on Trade Agreements, of which the Department of Labor is a member. 
The actual negotiations are done by teams of representatives from the executive- 
branch departments. These teams report frequently to the Trade Agreements 
Committee during the course of the negotiations. During major multilateral 
negotiations, such as that currently in progress at Geneva, the Trade Agreements 
Committee moves to the site of the negotiations and its members are in constant 
touch with the progress of the separate negotiations. 

Throughout the course of the negotiations, attention of the Committee centers 
on the matter of obtaining adequate reciprocity for the tariff concessions which 
are offered by the United States. A major consideration of the Labor Depart- 
ment during this stage of the proceedings is to insure not only that reciprocity 
is, in fact, adequate in the interest of American export employment, but that, 
insofar as is practicable, concessions are obtained from other nations on com- 
modities produced in United States industries and areas which, because of special 
industry or area unemployment problems, are in need of additional job oppor- 
tunities. 

Should the Trade Agreements Committee not be satisfied with the initial 
offers of the other negotiating countries, as is usually the case, the Committee 
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formally indicates its dissatisfaction, and this action becomes the basis of 
the negotiating teams’ further negotiating position. Such review and expression 
of the Trade Agreement Committee’s judgment may occur several times during 
the course of negotiation with a single country. At the point at which the 
committee is satisfied that adequate reciprocity has been achieved, and that 
it would not be fruitful to press further for United States advantage, the 
negotiating team concludes negotiations and the Trade Agreements Committee 
makes a formal recommendation to the President. Such review and recom- 
mendations are required by the terms of the Executive order under which the 
Committee operates. Any agency, including the Department of Labor, which 
is not in agreement with the conclusion reached by the Committee, and formally 
dissets from its recommendations, is required to file a formal statement of its 
views with the President. 


During the periods in which the Trade Agreements Committee is out of the 
country at the site of the negotiations, the Department of Labor representative 
on the Committee operates under specific instructions of the Department and is 
in constant communication with the Department concerning the matters before 
the Committee. 

That concludes my statement, Mr. Chairman. 

Mr. Harrison. Thank you very much, Mr. Arnow. 

Our staff members would like to ask you a few questions. 

Mr. Arnow. Yes, sir. 

Mr. Harrison. Mr. Martin. 

Mr. E. Martin. Mr. Arnow, regarding the statement on page 3 
that if the Department of Labor dissents from the majority con- 
clusion of the Trade Agreements Committee, a formal statement of 
views is filed with the President, has that ever happened ? 

Mr. Arnow. It has, sir. 

Mr. E. Martin. It is quite rare; is it not? 

Mr. Arnow. Yes, the conclusions of the Committee are generally 
unanimous and dissents are rare; that is correct. 

Mr. E. Marttn. Can you give the committee an indication of the 
significance of statistics which have been attributed to the Department 
regarding the interest of Labor in foreign trade? One of the statistics 
is this, that if you suspended all tariffs that only 203,000 workers would 
be displaced, but, on the other hand, there are 3.1 million workers 
engaged in the production of goods for export. Just what is the 
significance of that comparison ? 

Mr. Arnow. First, perhaps, I should comment on the figures before 
proceeding to give a discussion of the comparison. 

I believe that the figures that you have reference to derive from 
figures which were prepared by the Bureau of Labor Statistics of the 
Department of Labor for the staff of the Commission on Foreign 
Economic Policy and are included in the Commission’s Staff Papers. 

The estimates that were made with respect to possible displacement 
of American workers were made at the request of the staff of the 
Committee on the following basis: 

The Committee staff requested that the Bureau of Labor Statistics 
of the Department take the judgments which had been made by Dr. 
Howard Piquet in his book, Aid, Trade, and the Tariff, in which Dr. 
Piquet had reached certain conclusions with respect to the commodity 
imports that might come into the United States should the tariffs be 
suspended, and they asked the Department to translate these data 
an figures into employment, which we did, making it quite clear that 
we passed no judgment upon the adequacy or appropriateness of Dr. 
Piquet’s judgment, concerning what would really happen in the event 
of a tariff commodity suspension. 
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Mr. E. Martrn. May I interrupt you at that point? 

Mr. Arnow. Yes, sir. 

Mr. E. Martin. I want to get it clear that the Department of Labor 
has not made any estimate as to how many workers would be dis- 
placed in such a situation. 

Mr. Arnow. That is correct, these figures were the translation of 
Dr. Piquet’s commodity data into employment figures. 

Mr. FE. Martin. An arithmetical exercise, one might say? 

Mr. Arnow. I should say a rather complex statistical exercise, but 
TI will accept your terminology. 

Mr. E. Martin. It was not a Department of Labor computation 
in the original at all? 

Mr. Arnow. No, sir, it was not the judgment of the Department as 
to what would happen in the event of a tariff suspension, that is 
correct. 

Mr. E. Marttn. I am sorry to have interrupted you, I just wanted 
to get that clear. 

Mr. Arnow. The other figures concerning the volume of manpower 
involved in export trade and the processing of imports have been 
derived by the Bureau of Labor Statistics from data known as input- 
output data. They have shown that when you take the amount of 
commodity trade involved in exports and trace the total components 
of that trade, exclusive of the processing of imports, I believe the last 
data, for 1952, show that you are dealing with something over 3 mil- 
lion American jobs. 

When we get to the question of comparing these two figures, the 
displacement estimates on the one side with an estimate as to the 
volume of jobs and employment involved in exports on the other, you 
have a whole host of economic considerations to take into account. 

Mr. E. Marry. Accepting for the moment the personnel estimates 
as acceptable, would it be reasonable to conclude from these figures 
that only 203,000 people have any interest in the protective tariff 
whereas on the other hand there are 3.1 million workers engaged in the 
production of goods for export ? 

Mr. Arnow. I do not think you could reach such a conclusion, no, 
sir, if I understand the question. 

Mr. E. Martin. I have some general questions, Mr. Arnow. 

Mr. Arnow. Yes, sir. 

Mr. E. Marrin. Do you think the escape-clause legislation as pres- 
ently worded is appropriate? 

Mr. Arnow. With respect to these questions which, I assume, are 
the same questions as those which you asked the other departments, 
Mr. Martin, I would like to say in general that we received them 
yesterday and it is the disposition of our Department to be as helpful 
in these matters as possible. We have reviewed them and we have had 
some discussion with some of the officials of the Department, but we 
have not yet been able, in some cases, to get a firm Department decision 
or answer as to some of them. I should like to give you as much as 
I can in the way of information and Department views on these 
matters insofar as they have been formulated, and insofar as they have 
been expressed by Department officials. 

If there is further information that you desire, I shall be very glad 
to see that the Department undertakes to provide it to you. 
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With respect to your first question, I would like to say this, that our 
Department has given a great deal of attention to the employment 
question in each of the escape-clause cases we have seen and there are 
some questions which I am sure will be considered when the Depart- 
ment’s position on the escape-clause legislation is formulated again. 

There are these questions in the minds of Department oflicials: 
Should the test of employment decline specified in the statute be di- 
rected at employment on the article in question, or should employ- 
ment in the establishment as a whole be the basis for judgment, par- 
ticularly in cases where there is a variety of types of civilian employ- 
ment? The next question is, What judgment should be formed of the 
employment situation when the effect of a tariff increase is to increase 
the demand for labor where that demand is already short, and to 
increase the importation of foreign workers? I do not know what 
answers will be formulated within the Department to these ques- 
tions, and I am sure that there will be others because it is the inten- 
tion of the Department officials to study the kind of questions which 
have been raised from time to time, including those raised in the 
proceedings before this committee. 

Mr. E. Martin. In general, do you think that the Department would 
favor Government policies which encourage the expansion of indus- 
tries which depend on imported labor? Is that what you are get- 
ting at ? 

Mr. Arnow. No, I think the implication of the question might be 
taken to mean the reverse of that: Is it a wise policy to raise tariffs in 
situations in which there is an inadequate labor supply in the domestic 
industry and where the labor supply might have to be recruited from 
abroad ¢ 

Mr. E. Martin. I thought I was asking that question. 

Mr. Arnow. I do not know ultimately what the Department’s view 
on this question will be. 

Mr. E. Martin. The Department is reviewing it, I take it, with 
some concern ¢ 

Mr. Arnow. Yes, sir; that is right. 

Mr. Harrison. You may file the answer to that question. 

Mr. Arnow. Would you like to get an answer to this question? 
This may take some time in terms of formulation, Mr. Chairman. 

Mr. E. Martti. If it is going to take some time, I think it might 
be desirable to file it before the 15th of the month for the record. 

Mr. Arnow. All right, sir; I shall be glad to take it up with the 
Department. 

Mr. E. Marrtn. Would it be feasible to reduce the time within 
which the President must act following Tariff Commission action in 
escape-clause proceedings, from 60 days to 30 days ? 

Mr. Arnow. Insofar as our Department is concerned, the Secretary 
of Labor is generally asked to present his views on escape-clause recom- 
mendations of the Tariff Commission well within a 30-day period. 
Thus, a contraction of the time period would not concern us. How- 
ever, we are not in a position to comment on the additional time 
necessary for the President’s decision, but there is some view in our 
Department that an overall contraction of the time to 30 days might 
be too brief a time. 

Mr. E. Martin. You think it would be too much of a contraction ? 
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Mr. Arnow. I think that is the judgment of the officials in the De- 
partment. 

Mr. E. Martin. Should the Tariff Commission include in its report 
information on all features in escape-clause proceedings, including 
those now outside the scope of its present instructions ? 

Mr. Arnow. The Department officials with whom I discussed this 
question felt that it was not within the scope of the Department to 
comment on all questions of this kind, particularly those which relate 
to the national defense and the mobilization base. 

Insofar as the Department of Labor’s own responsibilities for those 
problems are concerned, those particularly relating to skills and man- 
power, I am sure that there would be no objection to furnishing the 
Commission whatever information the Department could furnish. 

As the Secretary of Labor testified during the hearings on H. R. 
1 before the Senate Committee on Finance, much information on labor 
matters is now furnished to the Commission. When it comes to the 
question of passing judgment on matters within the particular juris- 
diction of the Department, such as manpower skills, I am sure that the 
Department believes it advisable that its views be reflected in any re- 
port which the Commission sends forward. 

Mr. E. Martin. Yes. But you would see no objection, I take it, to 
the Commission including in its report the information as to the De- 
partment of Labor views on such matters ? 

Mr. Arnow. That is correct. We would have no objection. 

Mr. E. Marrin. Might not the limitation on the President’s au- 
thority to increase tariffs on trade agreements items—that is, an in- 
crease of 50 percent above the 1945 rate—lead in the direction of the 
use of import quotas ? 

Mr. Arnow. Well, that would require a judgment predicting the 
future course of the Commission’s recommendations. I would hesi- 
tate to do that, both not knowing what the merits of cases would be 
and feeling that the cases that have been before the Commission are 
too few to warrant a prediction. 

Mr. E. Martin. We had testimony, as I recall it, from the Commis- 
sion that in three cases they had already been impelled to recommend 
import quotas because of the limitation on the authority to increase 
tariffs. Weare only speaking of the escape clause. 

Mr. Arnow. Yes. I understand. 

Mr. E. Martin. We know quotas are used under section 22. That 
is a different problem. 

Mr. Arnow, do you think we should follow the same kind of pro- 
cedure—that is, provide for a notice of application, a notice of initia- 
tion of investigation, and for a hearing open to the public and a report 
for the disposition of these various cases, which I will call tariff cases ? 
You know what I mean. I include the peril point cases, escape clause 
cases, section 22 cases and national security cases. Should we, 
wherever possible, have the same kind of procedures ? 

Mr. Arnow. I think in general our Department believes that there 
should be a maximum of attention to Prcacan for insuring ade- 
quate notice and opportunity to be heard and commenting on reports, 
and so forth. The general objective of having a uniform procedure 
appears to be desirable and good. However, we have not had direct 


experience with a number of the procedures that are in existence, such 
as the antidumping procedure or the section 303 procedure and we 
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have had only limited experience with respect to the national security 
proceedings of ODM, so I would hesitate and our Department officials 
would hesitate to express themselves as to whether there might not be 
in these cases some special characteristic that would call for somewhat 
different procedures, depending on the particular facts of the kinds of 
matters that are at issue. 

Mr. E. Martin. Do you think it is also important that there should 
be a report of the disposition of the case which shows the reasons or 
the considerations on which the conclusion was reached ¢ 

Mr. Arnow. I think in general that is true; that would be desirable. 

Mr. E. Martin. And that the disposition should be clearly estab- 
lished; that is, if the Government is going to impose restrictions on 
trade there should not be any misunderstanding or obscurity about 
what those restrictions are; is that correct ¢ 

Mr. Arnow. That is right, sir. Judging from my own experience 
in the field of domestic legislation and administration it is always 
desirable to get as much information and the reasons for actions as 
possible. 

Mr. E. Martin. Do you think there are adequate procedures where- 
by the views, suggestions and complaints of American industry and 
American businessmen can be expressed on the treatment accorded 
their exports, and whereby prompt, reliable and adequate answers 
can be obtained ? 

Mr. Arnow. Well, this is partly a matter of administration and 
partly a matter of procedures. I think there are procedures there now. 
It might be that you could spell some of the things out a little more in 
the CRI procedures, but I frankly am not prepared at this time to 
suggest any specific changes in procedure that might improve the 
situation. 

Mr. E. Martin. Well, would you take under consideration the ques- 
tion of whether it would be desirable for the Government to establish 
a complaint procedure for foreign trade matters whereby the citizens 
would have a definite channel to approach with their complaints and 
whereby they could get definite answers? Of course, I do not include 
in that such matters as the escape clause, where there is already a defi- 
nite channel established. I meant to pick up these cases which I 
believe are particularly prominent in the export regulations field, the 
regulations of foreign countries affecting our exports. Should we 
regularize and set up in the Federal Register, perhaps, some proce- 
dure so that our citizens can know which way to turn and on whom to 
depend for an answer ? 

Try to get us an answer by the 15th of October. 

Mr. Arnow. I would be glad to do that, sir. 

Mr. E. Martin. Thank you. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. Mr. Arnow, do I understand you or your Depart- 
ment have some misgivings about the propriety of the present escape 
clause? That is, I think the escape clause has been interpreted to 
mean that modification or withdrawal of concessions should be made 
wherever the domestic production of any product is jeopardized ? 

Mr. Arnow. Well, I would not say the Department has any mis- 
givings at this time, sir. All I tried to do was to indicate to the com- 
mittee the kinds of considerations that have been discussed within the 
Department. One of them has been the case cited of the situation in 
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which employment might have gone down on one product in question 
but employment in the plant as a whole was booming. 

_ From the point of view of the Department of Labor’s responsibili- 
ties in the employment field the question has been raised : What should 
the Department’s attitude be in a situation of this kind? This has 
not been brought to a conclusion. It might well be that the Depart- 
ment would conclude that the present language is appropriate. It 
may be that the Department would have suggestions for change. Iam 
not 1n a position to state. 


Mr. Morrison. But you are giving consideration to that 
Mr. Arnow. That is correct. 


Mr. Morrison. The Department of Labor has some foreign attachés, 
does it not ? 

Mr. Arnow. The Foreign Service has a number of labor attachés 
in the unified Foreign Service which serves the entire United States 
Government including the Department of Labor. We share with the 
Department of State the responsibility for administering their activi- 
ties and for directing their work and supplying them with informa- 
tion about labor in the United States and determining what requests 
to put to them with respect to information on labor conditions abroad. 

Mr. Morrison. Have these people or your Department otherwise 
assembled any information on the productivity of labor here and 
abroad ? 

Mr. Arnow. There has been a good deal of information on pro- 
ductivity of labor abroad, but it is generally piecemeal. It generally 
comes out in reports of particular missions that have been in Europe 
or that have been in the United States. Many of the best comparisons 
of productivity between European countries particularly and the 
United States have come in the reports of productivity missions from 
the various European countries. Notable among them were the pro- 
ductivity missions sponsored by the Anglo-American Productivity 
Council. 

This is an area in which a great deal of work needs to be done for 
such a mundane task as assembling the detailed information that is 
already available in a great many reports. There has been no assem- 
blage of such material on any general basis. 

Mr. Morrison. I presume you think that such information might be 
brought to bear effectively on this question of the extent to which 
American industry suffers by virtue of low wage competition ? 

Mr. Arnow. I think that is correct. I think there would be a great 
deal more light shed on our problems if we had such information. 
For example, we know now that wages in the United Kingdom are 
somewhere about half of what the wage levels are for similar work in 
the United States. The reports of the Anglo-American Productivity 
Council missions generally indicate that productivity is about half of 
what it is in the United States and sometimes less. Of course, there 
are variations by industry. It is in these variations that the special 
problems occur. t 

Mr. Morrison. To be useful it would have to relate to the production 
of particular goods; that is, to be useful in the administration of such 
things as the escape clause and granting of concessions? 

Mr. Arnow. I think for administrative purposes it would be most 
useful if related to specific industry ; that is correct. 

Mr. Morrison. That is all. 
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Mr. Harrison. I want to thank you so very much for your appear- 
ance here and the fact that you have obviously acquainted yourself 
with the record and the problems that are confronting the committee, 
and for giving us the benefit of your study. 

Have you any other recommendations of a legislative character that 
you can make to this committee on this subject ? 

Mr. Arnow. As I have said, sir, the Department has not at this 

yoint attempted to formulate legisl: ative recommendations. It is the 
intention of our officials to study ‘the entire record and the entire expe- 
rience. Iam not ina position to make any at this point. 

Mr. Harrison. I would particularly ask that the Department give us 
the benefit of any recommendations it can make as to the improvement 
of the present language in the escape clause, and I would particularly 
ask you to study an exchange of letters that is in the record, between 
Professor Kravis of the University of Pennsylvania and myself. 

Mr. Arnow. I would be glad to, sir, particularly since Professor 
Kravis at one point was a member of our staff and got some experience 
in the trade agreements program by working with us. I would be 

very much delighted to look at that personally. 

Mr. Harrtson. I will certainly thank you on behalf of the com- 
mittee. 

(The following material was later received in response to questions 
asked of Mr. Arnow:) 

DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, October 18, 1956. 
Hon. HALE Boses, 

Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, House of Representatives, Wash- 
ington, D. C. 

DEAR CONGRESSMAN BoaGs: This is in response to certain questions directed to 
Mr. Philip Arnow of this Department during the course of his testimony before 
the subcommittee on October 2, with regard to which the subcommittee indicated 
it would appreciate further information. 

1. Mr. Martin asked whether the Department of Labor believes that changes in 
present escape-clause provisions are necessary to take account of situations in 
which production of the domestic product involved depends upon foreign labor 
imported for that purpose, and where raising the tariff may encourage increased 
domestic production and thus an increase in the number of imported foreign 
workers. 

This is one of the many factors which the Department of Labor examines in 
developing information with regard to the impact of particular escape-clause pro- 
ceedings. This particular factor, of course, is only one of many interrelated 
factors which are important and have a bearing upon such proceedings. To date, 
the number of instances in which this particular factor has been involved is so 
small that I do not believe it would be appropriate to formulate any definitive 
conclusion. 

2. Mr. Martin asked for the Department of Labor’s views on the desirability of 
a formal complaint procedure for foreign trade matters. 

Here the question is not so much whether procedures should be established 
but, rather, how formalized they should be. Channels of communication within 
the Government already exist, not only through the Committee for Reciprocity 
Information, but also through the services of those Government agencies with a 
particular know-how in the foreign trade field. The channels of communication 
could, perhaps, be improved or made more explicit. Such procedures must be 
flexible, however. Good administration does not always call for formalized pro- 
cedures ; indeed, formalized procedures are sometimes against the interests of the 
party seeking assistance or relief. Such procedures are, I believe, essentially a 
matter of good Government operation and administration and should be developed 
at the administrative level. Whether in certain respects some of these adminis- 
trative procedures should be made more formal is a matter on which this Depart- 
ment has not at this time formulated a view. 
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3. Representative Harrison asked the Department for the benefit of any recom- 
mendation it could make as to the improvement of the present language of the 
escape clause, particularly in light of an exchange of letters between Professor 
Kravis of the University of Pennsylvania and himself. 

Professor Kravis is advocating the use of so-called tariff quotas to restrict pro- 
tection to the existing level of domestic production. Before commenting on his 
proposal, it is necessary to differentiate clearly between a “tariff quota” and an 
absolute quota. A “tariff quota” could more accurately be called a “sliding-scale 
tariff’ rather than a quota, for that is what it is in reality. Under a tariff quota 
there is no limit on the volume of imports, but the greater the volume, the higher 
the rate of duty on the additional imports. A tariff quota is therefore basically 
a form of tariff rather than a form of quota. Although presently existing tariff 
quotas are established at two levels of duty—a specified amount is permitted 
entry at one duty level and then all additional amounts enter at a higher level— 
there is no theoretical reason why it would not be possible to establish more than 
two levels of duty. 

Under an absolute quota imports are completely banned, not by a tariff but by 
administrative action, after a specified amount of the product has entered the 
country. The United States currently has several absolute quotas in effect in 
connection with the operations of the agricultural stabilization program (Sec. 
22 actions). 

Professor Kravis is not proposing a new idea in the use of tariff quotas. Such 
quotas are already in use by the United States. One such quota went into effect, 
for woolen textiles, on October 1 of this year. The Textile Workers Union 
formally requested the Government to adjust our tariff on woolen textiles so that 
duties could be increased for imports in excess of 5 percent of domestic produc- 
tion. The Interdepartmental Committee on Trade Agreements carefully con- 
sidered this request in light of the basic data on imports and domestic produc- 
tion and hearings were held by the Committee on Reciprocity Information at 
which American producers, the union, importers, and foreign producer interests 
were heard. After careful consideration of the facts developed at these hearings, 
the Committee on Trade Agreements recommended that the tariff quota system 
be put into effect. The President issued a proclamation to this effect as of 
October 1. 

The tariff quota has, on occasion, proved to be a useful device. Because of the 
administrative and other problems involved in its application, determinations 
as to its use should be made on a case-by-case basis. No new legislation is neces- 
sary for its continuing use ip appropriate circumstances. 

For your information we are attaching a copy of a report prepared by the 
Tariff Commission showing all cases in which the United States has either an 
absolute or tariff quota in effect. It should be noted that the wool textile tariff 
quota went into effect subsequent to the issuance of this report and therefore is 
not included therein. 

4. Mr. Martin asked the Department to comment on the relationship between 
the Department of Labor and the Tariff Commission, particularly with respect 
to escape-clause reports. 

Mr. Arnow expressed the general position of the Department of Labor on this 
topic during the course of his testimony. I should like, however, to clarify and 
expand some of his remarks. 

The Department can supply the Tariff Commission with factual data, interpre- 
tations of such data, and the Department’s views with respect thereto. There 
are, however, certain limitations on what we can properly do. In some cases the 
views of the Department with respect to manpower and skills as they relate to 
the mobilization base can be formed only as part of a total review of the mobiliza- 
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tion base by all agencies which make up the Defense Mobilization Board, under 
the leadership of the Office of Defense Mobilization. If such a review has not 
taken place, it might not be proper for us to supply comments to the Tariff Com- 
mission on the specific problem. In some cases the data are classified, which 
would prevent their use by the Tariff Commission in a published report. In these 
instances, we would not hesitate to supply the data, upon request, to the Tariff 
Commission on a Classified basis for internal use in forming their recommenda- 
tions. Finally, the supplying of data, interpretations of data, and views to the 
Tariff Commission in no way should restrict the responsibility and freedom of 
the Secretary of Labor as a Cabinet officer to furnish the President with com- 
ments upon the Tariff Commission’s report and recommendations. The ultimate 
responsibility for escape-clause actions rests with the President. He necessarily 
must be free to request and receive informed comments from the members of his 
Cabinet which bring to bear upon the problem not only the facts relating to a 
specific case, but also any interrelated facts which may involve the national 
interest. 
I trust that you will find the discussions in this letter helpful. 
Sincerely yours, 
J. Egnest WILKINS, 
Acting Secretary of Labor. 


Untrep States TARIrr CoMMISSION 
Washington, D. C. 


UNITED States IMPpoRT QuoTAS OR EMBARGOES ON AGRICULTURAL AND RELATED 
Propucts IN Errecr MARBonH 1, 1956 


Listed below are the quotas and embargoes on United States imports of agri- 
cultural and related products in effect on March 1, 1956. Included in the list are 
products subject to tariff-rate quotas, absolute quotas, or embargoes. A tariff- 
rate quota permits a specified quantity of merchandise to be entered at a reduced 
rate of duty, while imports in excess of that quantity are subject to a higher 
rate of duty. Absolute quotas limit the quantity of goods that may be imported 
into the United States in a specified period. Embargoes prohibit imports, 

In section I are listed tariff-rate quotas, all of which are in effect pursuant to 
trade-agreement concessions. In section II are listed the quotas, both absolute 
and tariff-rate, imposed under the provisions of section 22 of the Agricultural 
Adjustment Act, as amended. In section III are listed the absolute quotas on 
sugar under the Sugar Act of 1948, as amended. In section IV are listed the 
absolute and tariff-rate quotas imposed upon Philippine articles entered, or 
withdrawn from warehouse, for consumption. Section V covers certain embar- 
goes imposed pursuant to section 5 of the Trade Agreements Extension Act of 
1951. Section VI relates to an embargo in effect pursuant tu section 207 of the 
Tariff Act of 1930. 
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Mr. Harrison. Our next witness is Harold C. McClellan, Assistant 
Secretary for International Affairs, Department of Commerce. 

Mr. Secretary, we are very happy to have you and we will ask you 
to take a seat and proceed in your own way, sir. 


STATEMENT OF HAROLD C. McCLELLAN, ASSISTANT SECRETARY 
FOR INTERNATIONAL AFFAIRS, DEPARTMENT OF COMMERCE; 
ACCOMPANIED BY HAROLD P. MACGOWAN, BUREAU OF FOREIGN 
COMMERCE, DEPARTMENT OF COMMERCE 


Mr. McCuietian. Thank you very much, sir. I have asked, Mr. 
Chairman, that Mr. Macgowan of the Bureau of Foreign Commerce 
join with me today, because some of the questions here may be of a 
technical order. 

Mr. Harrison. Yes, sir. Will you identify him for the record, sir? 

Mr. McCuietian. Thank you, sir. 

Mr. Harrison. We are very happy to have you. 

Mr. McCtetian. Mr. Chairman, I brought with me a prepared 
statement which has as its specific purpose reporting on the operation 
of our section of the Department of Commerce in its work with the 
BDSA, on the domestic side of the Department of Commerce, and 
with other departments in the procedures having to do with trade 
agreements and the reciprocal trade agreements program. 

I am prepared either to read the statement—that might be advisable, 
if you wish it, in order to point out the specific ways in which we 
operate—or to file this for the record and review and submit to 
questions. 

Mr. Harrison. Well, Mr. Secretary, we would be happy to have you 
do it either way you prefer. 

Mr. McCue.xan. I think, Mr. Chairman, it would be better if I 
read it. 

Mr. Harrison. All right, sir. We would be happy to hear it. 

Mr. McCuetxan. I think in itself it would answer some of the 
questions more quickly than would otherwise be the case. 

Mr. Harrison. Thank you very much, Mr. Secretary. 

Mr. McCie.xan. Trade-agreement procedures in the Department 
of Commerce. 

Committee structure: The Department of Commerce participates in 
the work of the interdepartmental trade agreements organization 
largely through the Interdepartmental Committee on Trade Agree- 
ments and its subcommittees, and the Committee for Reciprocity In- 
formation. The subcommittees of the Trade Agreements Committee 
are for the most part country committees established to develop trade 
and tariff data to serve as a basis for formulating trade or 
with specific countries. However, from time to time special subcom- 
mittees are created to deal with important commodity or technical 
tariff problems. : 

Representation: The Department is represented on the Trade 
Agreements Committee and the Committee for Reciprocity Informa- 
tion by the Director of the Office of Economic Affairs (Bureau of 
Foreign Commerce), and an alternate. In addition, during periods 
. immediately preceding and during tariff negotiations, a representa- 
tive of the Business and Defense Services Administration (the Com- 
merce organization, composed of 25 industry divisions, which main- 
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tains contact with the country’s industries and is staffed by commodity 
specialists and industrial technicians) customarily attends the Trade 
Agreements Committee meetings, so as to insure the effective par- 
ticipation of that agency in the proceedings of the Committee. The 
Commerce representatives on the Trade Agreements Committee are 
assisted as occasion requires by commodity experts and technicians 
from the Business and Defense Services Administration, the Bureau 
of Foreign Commerce, and, at times, other bureaus, such as Census 
and the Patent Office. (Other agencies represented on the Trade 
Agreements Committee also follow this practice of calling in tech- 
nicians to supply technical information and advice.) 

Commerce representation on the country subcommittees is drawn 
from the geographic divisions of the Office of Economic Affairs and 
consists usually of desk officers specializing 1 in the economic affairs of 
individual countries. These country specialists are assisted by Busi- 
ness and Defense Services Administration personnel drawn from its 
industry divisions who serve primarily to maintain liaison between 
the country committees and the Business and Defense Services Ad- 
ministration. Through these contact men commodity experts from 
the Business and Defense Services Administration are invited to at- 
tend meetings at which products in their field of competence are under 
discussion. 

In the case of the occasional special committees, commodity special- 
ists from the Business and Defense Services Administration or quali- 
fied technicians from the Bureau of Foreign Commerce are designated. 


CONCESSIONS TO BE REQUESTED (EXPORTS ) 


The basic work of preparing the list of concessions to be requested 
from the foreign country is primarily a Commerce responsibility. 
The foreign trade background and tariff know-how of the Bureau of 
Foreign Commerce regional specialists and the specialized com- 
modity knowledge of the Business and Defense Services Administra- 
tion industry divisions are brought to bear on the problem. Individual 
commodity digests are prepared on each item considered for listing, 
giving trade and production figures, tariff data, and commodity bac Ic- 
ground. (The commodity data is supplied by the Business and 
Defense Services Administration. ) 

The initial selection of commodities is made on a statistical basis, 
taking into account volume of trade, supplier position of the United 
States, and tariff levels. This list is then reviewed, screened, and 
supplemented on the basis of the tariff and commodity information 
supplied respectively by the Bureau of Foreign Commerce and the 
Business and Defense Services Administration. The result of this 
operation is again reviewed in the light of requests from the public. 
Every effort is made to incorporate suggestions made by industry, in 
briefs and oral testimony before the Committee for Reciprocity In- 
formation, as well as suggestions received directly in the Bureau of 
Foreign Commerce and the Business and Defense Services Administra- 
tion by correspondence and personal contact with industry and trade 
associations. 

The refined list embodying the Commerce position is then reviewed 
by the country committee. Tn this w ay the specialized knowledge of 
the other agencies assists in the development of a preliminary inter- 
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departmental selection, which is subsequently reviewed by the Trade 
Agreements Committee. 


CONCESSIONS TO BE GRANTED BY THE UNITED STATES (IMPORTS) 


Development of published list: On the import side, the responsi- 
bility for developing the basic statistical and tariff studies rests with 
the Tariff Commission. As soon as this information is made avail- 
able to Commerce through the country committees, the Bureau of 
Foreign Commerce and the Business and Defense Services Adminis- 
tration undertake independent studies to determine what items should 
be recommended for inclusion in the list of products to be published 
with the announcement of intention to negotiate, as the items on which 
the United States would consider granting tariff concessions. 

The Business and Defense Services Administration circulates the 
basic material to its industry divisions for study by the appropriate 
commodity experts who, aside from their own practical background 
being in constant touch with industry, can advise on the attitude of 
the industries which would be affected by tariff concessions on indi- 
vidual products. 

The Bureau of Foreign Commerce review is undertaken by its 
country officers in the light of their knowledge of the economy of the 
foreign country, its actual and potential production and trade in the 
items, and other factors which would indicate the value which the 
foreign country would attach to the individual concessions by the 
United States. 

The next step is a series of intradepartmental meetings at which the 
results of the two independent reviews are reconciled and a depart- 
mental position on each item developed. Again at this stage, the 
Business and Defense Services Administration commodity experts 
explain their position with respect to the listing of individual items. 
Such disagreements as may arise between the Bureau of Foreign Com- 
merce and the Business and Defense Services Administration are, of 
course, readily resolved by the bureau directors and Assistant Secre- 
taries, if necessary. 

The net result of this careful screening is that Commerce recom- 
mends to the Trade Agreements Committee the dropping of numerous 
items. 

Determination of United States offers: Once the announcement of 
the proposed negotiations and the list of import products have been 
approved by the Trade Agreements Committee i 5 the President, anu 
pu lished, the work of determining what concessions, if any, should 

offered by the United States on the items appearing on the “pub- 
lished list” begins. The Bureau of Foreign Commerce and the Busi- 
ness and Defense Services Administration conduct independent re- 
views of the listed items and reconcile their differences at a series of 
intradepartmental meetings. If necessary, the differences are referred 
to the bureau directors and Assistant Secretaries. These depart- 
mental positions are then presented to the other participating agencies 
the Commerce representatives on the country committee and the 

rade Agreements Committee. 


In this second stage of the mrmencse teats the briefs and oral testimony 
t 


submitted by industry and others interested in foreign trade before the 
Committee for Reciprocity Information become available.; Both the 
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Bureau of Foreign Commerce’ and ‘the: Business and Defense Services 
Administration have access to this information and representatives of 
both attend the public hearings. At these hearings private individ- 
uals, representatives of business firms, and trade and industry associ- 
ations representatives have an opportunity to express their views and 
present information regarding the items being considered for possible 
negotiation with other countries. Briefs submitted to the Tariff Com- 
mission in connection with the peril-point hearings are also available 
for consultation and are consulted when they cover ground not covered 
in Committee for Reciprocity Information briefs. 

To facilitate the presentation of these departmental positions in the 
interdepartmental bodies and to impress the other participating 
agencies with the validity of the Commerce views, the Business and 
Defense Services Administration commodity experts are invited to 
attend appropriate meetings of the country committees and the Trade 
Agreements Committee where they orally supplement their written 
memoranda explaining the Commerce position and summarizing the 
views of the affected industries. 

Dissents to Trade Agreements Committee action: Decisions of the 
Trade Agreements Committee with respect to both listing and deter- 
mination of concessions to be offered by the United States are reported 
by the Commerce representative on the Committee to the Bureau of 
Foreign Commerce and the Business and Defense Services Adminis- 
tration. In the case of decisions not in conformity with the Commerce 
position, the Bureau of Foreign Commerce and the Business and De- 
fense Services Administration make recommendations to the Secretary 
as to whether he should register a formal dissent to the President 
against the action approved by the Trade Agreements Committee and 
recommended to the President by that body. 

Negotiations: The nature and extent of Commerce Department rep- 
resentation on the United States delegation which conducts the actual 
tariff negotiations depends to a great extent on the request for designa- 
tions received from the State Department. Ordinarily this request 
asks Commerce Department to supply personnel qualified to carry out 
specified functions and to staff soaeitie negotiating teams. The chief 
demand is for officers with knowledge of the tariffs, trade regulations, 
trade and language of the respective countries to staff the negotiating 
teams. For this reason, most of the Commerce appointees are coun- 
try officers from the Bureau of Foreign Commerce Geographic Divi- 
sions. However, it is usually the practice to include several Business 
and Defense Services Administration men who combine commodity 
competence with a general foreign trade background, and who serve 
on negotiating teams after some preconference briefing. 

Moreover, it is customary for Commerce Department to appoint 
one senior Business and Defense Services Administration officer to the 
delegation to advise on overall commodity problems, and supply 
liaison with the Industry Divisions of the Business and Defense Serv- 
ices Administration. 

It should be borne in mind that in addition, most of the Tariff Com- 
mission officers designated to serve on a United States delegation are 
commodity experts, and that Agriculture customarily supplies several 
qualified technicians. In this way, a delegation has available for on- 
the-ground consultation a considerable staff of commodity specialists, 
which usually includes experts in the major commodity fields such 
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as agriculture, textiles, chemicals, iron and steel, ceramics, and 
machinery. 

Usually the Trade Agreements Committee forms a part of the dele- 
gation, and moves to the site of the negotiations shortly after the open- 
ing of the conference. In this manner the Commerce member of the 
Trade Agreements Committee, or his alternate, is included in the dele- 
gation. It should be noted, however, that he represents the Depart- 
ment, not merely a part of it, and that his latitude of action has been 
largely established prior te his departure from Washington. 

Escape clause ait eunion 22 cases : Since several questions have been 
raised in connection with adjustments by the United States in its trade 
agreement commitments under the escape clause and section 22 provi- 
sions of the trade agreements legislation, it may be helpful to add a 
few remarks on Commerce procedure in this field. 

When the Tariff Commission recommends action by the President— 
whether under the escape clause of the Trade Agreements Act or under 
section 22 of the Agricultural Adjustment Act—a number of the 
executive agencies are called upon for opinions as to the advisability 
of such action from their respective points of view. 

So far as the Department of Commerce is concerned, every such 
report sent to us by the Chief Executive is given the most thorough 
and deliberate study by our commodity specialists familiar with the 
given product, as well as by those of our staff concerned with general 
commercial policy and with international relations. The recommenda- 
tions of those technicians are then carefully reviewed by both the 
Assistant Secretaries for Domestic Affairs and International Affairs, 
and finally by the Secretary of Commerce. 

We believe that this procedure of careful consideration of every 
Tariff Commission report referred to the Department of Commerce, 
first by technicians and then by policy officers on both the domestic 
and the international sides, and finally by the head of the Department, 
insures that the opinion then sent by Commerce to the White House 
ere our fairest and most conscientious judgment on each case. 

Mr. Harrison. Thank you, Mr. Secretary. Mr. Martin, a member 
of the staff, would like to ask a few questions. 

Mr. McCrenxan. Yes, sir. 

Mr. E. Martin. Mr. Secretary, do you have any comment on the 
charge that was previously made in this hearing that in your Depart- 
ment the staff activities in preparing the list of articles for negotia- 
tion—that is, the list of import items on which the United States 
might grant concessions—is improperly concentrated in the Bureau 
of Foreign Commerce to the practical exclusion of the BDSA ? 

Mr. McCretxan. Yes, sir. I would like very much to offer a com- 
ment concerning the charge. 

I submit from the statement I have just read, to which both the 
domestic side of the Department of Commerce and the international 
side of the Department of Commerce are subscribing, that the charge 
is unwarranted and untrue. 

Mr. E. Martin. Well, Mr. Secretary, I do not want to question your 
judgment, but in my experience there is usually something which pro- 
vokes these charges. They are not picked out of the air. I wonder 
perhaps if the procedure might have been changed recently. 

Mr. McCuietian. Maybe I can speak to that, sir. I have only been 
in the Department of Commerce a little more than a year. The As- 








he 


ry 
ce, 
tic 
nt, 
1se 


er 


our 
To- 


der 


een 
A Ss- 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1311 


sistant Secretary of Commerce for Domestic Affairs, Mr. Frederick 
Mueller, has been there just a month shorter than I. I can only speak 
for my work in the Department. I can say to you that Mr. Mueller 
and I from time to time have had differences of opinion in connection 
with policy, but not once to my recollection have we had to go to the 
Secretary to resolve them. 

I would like to say further, to make this record clear, that it is our 
disposition to recognize the basic fact that we in the Department of 
Commerce are speaking for one Department. When it comes to policy 
matters, it would be ridiculous for us to separate into fragments in the 
Department and take different views. If there are differences between 
us, they must be resolved within the Department. It is obvious m 
the light of the tensions today in the international field that sometimes, 
particularly in relation to foreign trade, exports and imports, problems 
arise that require careful study in order to have a clear understanding 
and a meeting of minds. 

This matter has been explored so far that as of today, and as of many 
months past, I would not personally think of sending out a letter to a 
member of industry in the United States in connection with a foreign 
trade matter in which I felt, as I usually do, that domestic and foreign 
policy are both involved, without clearing that letter with the BDSA 
and the Assistant Secretary for Domestic Affairs. 

I only say this for one reason: We recognize the problems that 
emerge here and that are pointed up by your question. While there 
have been differences of opinion, and we have had sometimes in BDSA 
and BFC different points of view, we have a liaison between those two 
agencies which we have encouraged and, incidentally, improved dur- 
ing the past 12 months, so that more and more the differences of opin- 
ion, usually based on lack of adequate understanding on one side or the 
other, are resolved at lower and lower levels, and it is less and less 
frequent that Mr. Mueller and I have to get into the act in order to pull 
the facts together so that agreement can be obtained. 

I would not contend that there never has been an error made in the 
Department, of course, on either side of it, but I suggest to you, sir, 
that the operation today in the Department of Commerce of the Bu- 
reau of Foreign Commerce and the BDSA is one of healthy coopera- 
tion. There is opportunity for every member of the team at any level 
to express his viewpoint fully and to have it examined, but along the 
way we determine a position policywise which we later all support. 

Mr. E. Martin. That satisfies me on the question, Mr. Secretary. 

Mr. McCretxan. Thank you, sir. 

Mr. E. Martin. Please do not think that my questions presuppose 
a point of view. They may seem pointed. 

Mr. McCrexian. Lunderstand. I appreciate that. 

May I say one other thing: I am not merely expressing an opinion. 
I think I am informed enough, and I hope I am, to report the facts on 
what we aredoing. When it isan opinion I will sostate it. 

Mr. E. Martin. Now, witnesses have complained of the Bureau of 
the Census being noncooperative with regard to assemblying or main- 
taining adequate statistical classifications of imports. At least two 
industries have been before this committee saying that they have tried 
to get cooperation from the Bureau of the Census without any success. 


aoa cannot Census be more cooperative with these American in- 
ustries ? 
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Mr. McCuietian. Well, sir, I can give you just thé’sinmplest answer 
Iknow. I find that the Bureau of the Census wishes to cooperate fully 
with what we in the international side determine is the requirement in 
terms of information for sending out to industry in the statistical areas 
that relate to foreign rade. I can tell you also that less than a year 
ago we were advised that there would have to be a cutback in some of 
the statistical reporting previously done, and this took place. Later 
part of it was restored, that is, since the last budget received by the 

partment of Commerce came into operation on July 1. I think 
there is a distinction of terms here. What is, I think, intended is that 
industry is unhappy with the statistics presently available from the 
Bureau of the Census related to imports, and we support their com- 
plaint, but the problem is merely one of funds. 

Now, in our last request for funds, in appropriations, we got some 
help which has been of benefit to the Bureau of the Census, enabling 
it to improve its statistical reporting. However, in my humble opin- 
ion, we still have some distance to go to do all that would be justified 
toward the further development of foreign trade on a two-way basis 
to the extent I think is possible and practical. 

Mr. E. Martin. Who told you you will have to cut back your 
foreign-trade statistics ? 

Mr. McCretian. Well, it came from the Bureau of the Census on 
the basis of their budget, and we were compelled to recognize the 
merits of it. When we were given the privilege and did examine 
the factors, we decided we simply had to do it. There was no money 
= pay for the work they had been doing, and it simply had to be cut 

ack. 

Mr. E. Martin. Was the Census Bureau’s budget actually reduced ? 

Mr. McCtetian. I believe that it was; yes, sir. 

Mr. E. Martin. Materially ? 

Mr. McCuietian. Yes; enough to call for a curtailment. You see, 
they way they worked—again, I am going back to the year preceding 
the year when I came into Commerce—we had a form of attrition 
placed upon us in some of the sections of the Department because of 
the way the budget operated during the year. We had to cut back 
in the number of employees progressively so that we wound up the 
year with less people than we began with. In that period of attrition 
we also had to cut back on some of the functions of the Department. 

Mr. FE. Martin. Was it the Bureau of the Budget that forced the 
cutback on you? 

Mr. McCretian. No, sir. 

Mr. E. Marttn. It was the Appropriations Committees? 

Mr. McCretxan. That is right. It was the Appropriations—— 

Mr. E. Martin. Pardon me—Congress acting largely through the 
Appropriations Committees? 

Mr. McCietxian. The budget appropriations by Congress that year 
for the Department of Commerce caused both the Bureau of Foreign 
Commerce and the Bureau of the Census to limit what we had been 
doing formerly. 

Mr. E. Marttn. Did Congress reduce materially the amount that 
the Bureau of the Budget recommended for these services? 

Mr. McCrerian. We are going back 2 years, now, and I would 
only say from memory and my recollection of this is accurate “Yes; 
they did.” However, I want to report to you, sir, that this year I 
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appeared before the committees of the Congress\on the-request for the 
budget and was extremely pleased at the response we got. We have 
restored many of the things that I thought should be restored, but not 
all. 

We have no complaint, I assure you, on what the Congress did for 
us, on my side, at least, of the Department of Commerce, in operations 
this year, and we are doing things better this year than we did last 


ear. 
m Mr. E. Martin. But in prior years you testified that Congress did 
reduce the recommendation of the Bureau of the Budget? 

Mr. McCtetxan. That is my recollection, and I think that could be 
determined if you will permit me to ask a question or two of my 
associates. 

Mr. Harrison. You can place it in the record later, Mr. Secretary. 

Mr. McCrettan. I cannot answer that now. 

Mr. Harrison. You can put it in the record when you get back 
to your office. You can insert a statement showing the Bureau of 
the Budget recommendations for the statistical services. 

Mr. McCiexan. Very well, sir. 

Mr. E. Martin. Would you put in such statement the final ap- 
propriation of the Congress for, say, the last 4 or 5 years? 

Mr. McCuetian. We would be very happy to get you that informa- 
tion. That is the best approach to it, Mr. Chairman, because my 
memory goes only to the time I entered the Department. 

(The information requested follows :) 


Statement showing Budget Bureau recommendation and final appropriation by 
the Congress for the statistical services item (“Salaries and expenses, Bureau 
of the Census’), which includes the foreign trade statistical program 





1954 1955 


Budget Bureau recommendation $7, 045, 000 | $7, 100,000 | $6, 350, 000 |1$7, 400,000 | $7, 620, 000 
Appropriated by the Congress 6, 810, 935 6, 770, 000 6, 200, 000 | | 6, 900, 000 7, 475, 000 
Amount obligated by Census Bureau for 

foreign trade statisties program 1, 558, 249 1, 519, 652 1, 505, 243 1, 624, 23 21, 631, 152 


1 In addition, the Budget Bureau recommended an additional $100,000 and the Congress approved an 
—— $87,500 specifically for the foreign trade program in the Second Supplemental Appropriation 

ct, 1956. 

2 Estimated. 


Mr. E. Martin. On this statistical practice, Mr. Secretary, do you 
consider that the sampling methods with regard to imports statistics 
ae I mean, are they dependable indicators of the actual 
trade 

Mr. McCuetxian. In the main; yes. I think that again we would 
have to a the answer on the basis of which ones you are speaking 
about. I would say on behalf of the Bureau of the Census that they 
have a very strong aversion to using any sampling for purposes of 
reporting which in their judgment result in a distortion, or could 
result in a distortion, of what is intended. Therefore, I think that 
we could say that no sampling method is quite as accurate as an over- 
= oe by complete coverage, but no such coverage as that is prac- 

ical, 

So, you have to say at what point does the sampling method be- 
come reliable, and it is our purpose to use it only to the extent that it 
meets the-test problem, and serves the purpose intended. 
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Mr. E. Martin. I'am going to ask a-question that I would like for 
vou to take all the time you want to answer—that is, up until the 15th 
of the month—because i do not want to trick you on it. 

My question is: Do you consider that a sampling of only $42 mil- 
lion of United States imports in the year 1954 (which exceeded $10 
billion) is an adequate sample on which to determine the value 
status—you know what I mean, the dutiable value status—of all our 
imports and that $42 million sample cut across the board? It included 
duty-free goods and it included specific duty goods. 

I would like for you to put your answer in the record before we 
go to press. 

Frankly, the reason I ask the question is that there was some under- 
standing that it was on that sample that the Treasury Department 
was going to administer the valuation provision under which they are 
not supposed to change the basis of value on a product if it would re- 
duce the dutiable value by more than 5 percent, and that is the reason 
I do not want to press you for an answer now, because it involves the 
intended action of. another department. 

Mr. McCuetuan. I think, under those circumstances, I would like 
to be permitted to prepare a response to your question, rather than 
to make one off the cuff, because that is a pretty technical question. 

Mr. E. Martin. That is what I want, and that is all right. 

Mr. McCretian. I would have to be more familiar with what was 
involved in the study. 


Mr. E. Marrtn. I do not want to precipitate civil war between the 
two departments. 


( The information requested follows :) 


BUREAU OF CUSTOMS SURVEY OF DUTIABLE IMPORTS, SHOWING EFFECT oF CHANGE 
UnpbeER NEw LEGISLATION IN VALUATION PROVISISONS OF THE TARIFF ACT 


COMMENTS ON ADEQUACY OF THE SAMPLE 


The Bureau of Customs survey for the purpose of discovering the effect of the 
change in customs valuation provisions of the Tariff Act enacted by the Con- 
gress can be accepted as fully adequate in size for accurately estimating the 
overall reduction of 1954 customs valuations and of customs revenues which 
would have resulted from the new valuation provisions. The component sam- 
ples of the various commodity subgroups, however, are all less adequate in size, 
though in varying degree, for similar accuracy by subgroups. 

The relative size of the sample—3 percent of the $1.4 billion value of all 1954 
dutiable imports subject to ad valorem or compound duties—is not revealing as 
an indication of the adequacy or inadequacy of the sample in size. It is an 
established fact that, where a truly random sample is taken, the possible varia- 
tion of sampling results depends simply on the number of items in the sample, and 
not on the number in the universe. The possible variation in the estimated 
percentage derived from the sample decreases rapidly as the actual number of 
sample items is increased. For instance, the estimated percentage based on a 
random sample of 20,000 would be subject to a possible variation one-half as 
great as from a sample of 5,000. 

The $42 million survey sample is amply large enough for close accuracy of 
sample results. If the customs sample of nearly 20,000 items can be accepted 
as the equivalent of a mathematically random sample, it appears to be most 
unlikely that the resulting estimate of a 2.5 percent overall reduction in the 
valuation total of entries subject to ad valorem or compound duties could vary 
as much as one-tenth of 1 percent from the actual true percentage. 

The sample was drawn from entries through 8 selected ports, taking every 20th 
or every 40th entry as numbered serially. For the intended purpose this pro- 
cedure was an acceptable substitute for a strict mathematically random method 
of selection. This point is supported by the fact that in the larger subgroups 
the value proportions of the sample to all entries are-quite similar. 
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There is little reason for believing that the nonrepresentation in the sample 
of the 30 percent of dutiable imports through ports of entry other than the 8 
covered in the survey could have led to serious error in the sample results. 
The ports for inclusion in the sample were carefully selected for representa- 
tiveness of trade through the various regional groups of ports. Therefore, it 
seems justifiable to view the exclusion of all but 8 ports from the sample as 
only a minor qualification to a favorable judgment regarding the adequacy of 
the customs sample as a basis for the overall estimates. 

With respect to the commodity subgroups, some are represented by such a 
small number of items (from 1 up to about 30) that the sample percentage 
change may not accurately indicate the actual change in total valuation for the 
subgroup. Where several hundred or more items from a subgroup were drawn in 
the sample, the results are likely to be fairly close. In general, however, the 
accuracy of the overall estimated percentages based on the entire sample is 
greater than the estimated subgroup percentages derived from the sample items 
falling within the individual subgroups. 

Mr. E. Marrry. I have some general questions, Mr. Secretary, which 
I would like to ask you at this time: Do you think the escape-clause 
legislation as presently worded is appropriate? 

Mr. McCietian. May I answer the question in this way: I think the 
present escape-clause plan is sound. I cannot speak to the appropri- 
ateness of the language and that is what the question seems to mean to 
me. 

I think that the principle of having the Tariff Commission make a 
thoroughgoing investigation to determine the basis of and, if any, 
what the injury seems to be, and to make a recommendation as a result 
of its investigation, makes sense. Therefore, I would say that if I 
were give a one-word answer, it would be “Yes.” 

Mr. E. Martin. Those are hard to come by these days, Mr. Secre- 
tary—one-word answers. 

Mr. McCtetian. Yes, sir. 

Mr. E. Marrin. Would it be feasible to reduce the time, within 
which the President must act following the Tariff Commission’s report 
in escape-clause proceedings, from 60 to 30 days? 

Mr. McCretxian. No, sir; I do not think so, and I think I can explain 
why. 

In the first place, as I remember it, the Tariff Commission has a 
maximum of about 9 months to obtain all the facts that are within its 
purview in determining the basis for recommendations, and I think 
that it must be recognized that the President, once that recommenda- 
tion has been received, in a case where injury has been demonstrated 
to the satisfaction of the Tariff Commission, has many other factors 
to take into account—international political implications and others. 
I think it is only fair that he have at least the 60 days prescribed to 
make certain that he has had opportunity to carefully review the case, 
because it is he, in the final analysis, who will be responsible for the 
action taken. Based on my experience, I do not think 60 days is an 
unreasonable time. 

Mr. E. Martin. Should the President have authority to review Tar- 
iff Commission findings of injury in escape-clause cases ? 

Mr. McCieitian. Yes, sir; I think he should. 

Mr. E. Marttn. For the reasons you have stated ? 

Mr. McC e.xan. For the same reasons. If he is to be accountable 
for the action taken and to exercise his judgment as to what should be 
done in the light of the findings and recommendations and the other 
factors taken into account, I think he should. 

Mr. E. Martin. Do you think he should have the final word ? 
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Mr. McCuietian. I think he should; gesysirs tow 

Mr. E. Martin. Should the Tariff Commission include in its escape- 
clause report all features of the situation, including those outside the 
scope of its present instructions? 

Mr. McCreiian. My answer to that in one word would be “No,” and 
again I am venturing an opinion. However, I think that is the basis 
of the question, and I would voice my opinion as “No,” for this reason: 

I would like to give one illustration: Any commission having the 
competence and the broad understanding of the economic factors could 
scarcely be expected to be expert in international affairs as is the State 
Department. It seems to me, therefore, that to put all factors which 
bear on the problem into the hands of a commission for study would 
not only be overly burdensome on such a commission—and I am sure 
you are aware of the difficulties that the Tariff Commission has al- 
ready under its present burden—but also unwarranted, inefficient, and 
generally less satisfactory. 

Mr. E. Martin. Well, suppose, Mr. Secretary, instead of calling on 
the Commission to be omniscient, we were to call on them to assemble 
on labor matters the position of the Department of Labor and on de- 
fense matters the position of the Department of Defense, and on 
mobilization-base matters the position, if any, of the ODM, not to be 
an expert on these matters—that is, the Commission would not be 
expected to be an expert on all these things, but to bring into one place 
the various considerations. 

Before answering that, bear in mind that the Commission’s report 
and the President’s report to Congress where he disagrees with the 
Commission’s conclusions are the only statements published by which 
the public can know for what reason the Government took the course 
which it did. 

Some of the President’s reports to Congress, without complaining 
about them, I think you will grant they are on the brief side. 

Mr. McCretitan. Well, may I again, sir, with all due respect, ob- 
serve that my opinion is as follows: 

I think that what you propose in terms of having the Tariff Commis- 
sion or any such commission collect the reports of the Department of 
State, the Department of Labor, and the other agencies that might 
be involved, plus other factors which must be, under the present pat- 
tern, taken into account by the President, representing the executive 
branch, would in my judgment as a businessman and a former execu- 
tive, substitute for an executive function. I think, as I have said 
earlier, that it would be more appropriate for a specific set of studies 
to be assigned to an agency established for the purpose of making such 
studies, and to have it then prepare a report based on them. It seems 
to me that it would be a mistake to make changes in the direction of 
having the Commission handle the whole business; that is a function 
which I think is executive. It is the executive side in the end which 
takes the responsibility for the action. 

Mr. E. Martin. Do you think it appropriate for your Department to 
advise the President to reject the expert Tariff Commission’s finding 
of injury in an escape-clause case? 

Mr. McCrexian. Well, sir, again may I say that if the executive 
branch is to take counsel with agencies within the executive branch— 
if the chief of the executive branch is to consult with the agencies and 
have their views and their analyses of factors which are within their 
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purview, I think it appropriate that the Department of Commerce and 
other departments be heard. 

Yes, sir; I think it is appropriate for the President to hear from the 
Cabinet officers around him, who are the chiefs of the several depart- 
ments and agencies, as to their views and as to their recommendations, 

Mr. E. Marrtn. On the specific subject of injury which has been 
delegated to the expert commission ¢ 

Mr. McCietxan. On the recommendations of the Commission that 
go to the President for action by him? 

Mr. E. Martin. Yes, sir. 

Mr. McCretian. Yes, sir. 

Mr. E. Martin. Notwithstanding that we have delegated that to an 
expert commission that is competent, you think that it is proper 
for the Department of Commerce to tell the President “Well, the 
expert commission fell on its face here on this finding” ? 

Mr. McCretxan. I find it a little difficult to suggest, sir, that any 
agency within the administration should be denied the right to dis- 
agree with another agency within the administration, regardless of the 
importance of its role or the specific assignment given it. 

Therefore, I do not think we should deny a difference of opinion 
being expressed. I think the President should be, and is competent, 
to himself make appropriate appraisal of the source and, again, may 
I say that I have the highest regard for the Tariff Commission. 

Mr. E. Martin. Well, I am glad you said that because my next ques- 
tion is: Why should we have a Tariff Commission report for these 
escape-clause matters ? 

Mr. McCrietxan. Well, sir, I am not accountable in any degree for 
establishing the pattern presently in use, but I am aware of the differ- 
ences of opinion that emerge from time to time about our policies, 
and about the means of settling these difficulties and resolving the 
problems that appear. 

But I would like to say a word on behalf of the function as presently 
established in the Tariff Commission, if I understand it correctly. 

It is an independent agency separate either from the legislative or the 
executive branch which is nonpolitical and bipartisan, and whose 
purpose is to get the facts and to report them without bias on the basis 
of need, and what is right. 

Now, it seems to me, sir, that in an issue which in my humble opinion 
should be nonpartisan—and this is the matter of our foreign trade 
and international policies, where we are trying to do our part, at least, 
in expanding trade to the mutual benefit of all the countries around 
the world, including and primarily our own, and to maintain relation- 
ships which encourage free countries to be our friends, it is a wise 
policy to have an independent, nonpartisan agency qualified to make 
independent studies, reports, and recommendations to the President. 
I think that is good. 

Mr. E. Martin. That is good ? 

Mr. McCietian. Yes, sir. 

Mr. E. Martrn. And it is also good for a political department to say 
that the independent agency is just as wrong as rain ? 

Mr. McCretxan. If that is his conviction, let him be judged by it. 

Mr. E. Martin. But all he is judged by, Mr. Secretary, is the con- 
clusion. The independent agency called its shots and it published 
a report and gave the considerations bearing on it, but the Depart- 
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ment of Commerce advised the President in private, and its advice 
never reaches the light of day or the reasons therefor. 

So, there is no basis for judging the Department that I can see. 

Mr. McCue.ian. Well, you leave me somewhere along the line, I 
am afraid. 

I think it is all right to take counsel. I think that the executive 
branch—and I speak of it in the broad sense—and all of us involved 
in it, seek to serve by doing what we consider to be right, at least, 
in terms of national policy and we are held accountable for it. The 
President and every single one of us who has a part in formulating 
policy and carrying it out, in accepting or rejecting the recommenda- 
tions of the Tariff Commission or other agency, has a responsibility 
to consult, and I think we realize that. 

But I think it is a service of great value to have this kind of an 
agency making its recommendations in this manner. 

Mr. E. Marttn. I wonder if your view about the necessity for the 
President to have power to review the Commission’s finding of injury 
may be related to a view of section 6 of the Trade Agreement Extension 
Act of 1951 which seems to say that you do not continue trade agree- 
ment concessions in effect when they are injuring American industry. 

Apart from that legal problem, do you think that it is right to have 
the expert findings reviewed as expert findings? If the law clearly 
gave the President the opportunity of taking actions in contradiction 
of the findings on other grounds, whether they are national security 
or whatever grounds they want to establish, would you still think that 
it was important for the President to be vested with this technical 
review of the finding of injury ? 

Mr. McCietxian. Well, now, you are asking a hypothetical question, 
if I understand it correctly, as to circumstances which do not obtain. 
I would not support a proposition that called on the President to be 
required, no matter who he would be, to accept a conclusion of one 
of the agencies advising him without review, if he were to be account- 
able for what was done about it, whether it had to do with that par- 
ticular recommendation or a corollary problem. 

Mr. E. Martrn. I did not make myself clear, Mr. Secretary. 

You are familiar with section 6 (a) of the Trade Agreements Ex- 
tension Act of 1951? 

Mr. McCretxan. I cannot recall the language of the act. 

Mr. E. Martry. May I show it to you? It is at the top of page 14 
of the subcommittee print. I hope you will find this print useful. 

Mr. McCuexian. I think we have a copy of it. 

Could I ask Mr. Ostroff, our counsel, within the Department of 
Commerce, to speak to this? 

Mr. Harrison. Yes, sir; certainly. 

Would you please have Mr. Ostroff identify himself for the record? 

Mr. McCtietian. This is Mr. Nathan Ostroff, Assistant General 
Counsel in the Department of Commerce. 

_ Mr. E. Martin. If we did not have section 6 (a) in the law, and 
if the law clearly gave the President the final say on whether the 
tariff should be increased or not, irrespective, shall we say, of the 
Tariff Commission’s finding of injury, would you still think it im- 
portant that the President be empowered to review that finding of 
injury; that is, if the President had a free hand to act on whatever 
basis he thought was best for the Nation, and was not bound to act to 
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increase the tariff when the Trade Agreement Concession was ad- 
versely affecting American industry, would you still think it necessary 
that he have the power to review that finding of injury? 

Mr. Ostrorr. May I repeat to make sure that I understand your 
question 

Mr. E. Martin. Yes, sir. 

Mr. Ostrorr. I take it what you are driving at is that we have a 
certain amount of expertise involved in the Tariff Commission de- 
termining from the criteria that are specified for deciding whether 
there is injury and the escape clause should be invoked, and you are 
suggesting that where an expert has gone over those criteria that the 
President should be excluded from receiving those, but should be con- 
fined only to taking into account the kinds of things that the Com- 
mission has not gone over ? 

Is that what you are driving at? 

Mr. E. Marri. Well, you can construe my question that way as 
long as you do not impute that that is my policy. 

Mr. McCuetian. May I make a suggestion that might be an answer 
to your question ¢ 

Mr. E. Martin. Sure. 

Mr. McCuexxan. I think, quite frankly, that some of us in the 
Department of Commerce are ourselves expert, and I would like to 
think I am one of them in my own field. I have seen the occasion 
when I have made recommendations which I thought sound which 
were not approved, and I held it against no one because I think I can 
be wrong on occasion. 

So, I think it is proper that as the level rises in the executive man- 
agement of our Government, and the operation of our Government’s 
policies and procedures, that there be the opportunity to make de- 
cisions based on the full review of facts and information, and that no 
one of us down the line have the authority to make that final decision 
without the review of the President. 

Does that answer your question? That would include, also, the 
Tariff Commission. 

Mr. E. Martin. That answers it, sir. 

Might not the limitation on the President’s authority to increase 
tariffs on trade-agreement items lead in the direction of the use of 
import quotas? As you probably know, Mr. Secretary, the President 
cannot increase a trade-agreement item more than 50 percent above 
the 1945 rate. 

_ Mr. McCretian. Yes, sir. I think that this would have to be said 
in response to that question: That it is conceivable that such a re- 
sult could come from that limitation. To the best of my knowledge 
it has not, but I am not certain that it ever would. However, it seems 
to me that I would be foolish to say that such a result could not ever 
obtain. 

_ Mr. E. Martin. Well, it was mentioned in three cases, and accord- 
ing to the testimony that pattern has been followed. 

Mr. McCietian. You mean has imposed a quota ? 

Mr. E. Martin. No; the Commission cannot impose. It can only 
recommend, and the President has not imposed it. 

Mr. McCietian. Well, I say it could result in that, but to the best 
of my knowledge it has:not in terms of administrative action. 
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Mr. E. Martin. Do you think we should have wherever practicable 
the same kind of procedure with respect to notice of application, 
notice of hearing, and actually having a public hearing and having 
a report which indicates the basis for the decision in all the various 
tariff adjustment actions, whether they be the escape clause or section 
22 or the national security amendment or the Antidumping Act or 
the countervailing duty law? Should not we strive to have the same 
norm of notice and opportunity for hearing and of the responsibility 
for the decision ? 

Mr. McCietian. Well, if you are speaking to the language of a 
regulation, I would say that the nature of these sections and the prob- 
lems that arise under them are so different that you could not use 
identical language as to procedure, obviously. 

Antidumping is quite different, for example, from section 303, and 
so is section 22 quite different from either of the others. But it seems 
to me that there are certain basic principles that, of course, should be 
followed, and whatever procedure we take in matters of this kind—— 

Mr. E. Martin. Why would the antidumping procedure be so dif- 
ferent from section 303? Do you not think, Mr. Secretary, that in 
practically every case where you have a direct export subsidy by 
foreign government, you also have a dumping situation ? 

Mr. McCreiian. Well, again, I was only pointing up—— 

Mr. E. Marttn. Does not the subsidy result usually in a dumping 
situation ? 

Mr. McCietian. Not necessarily. 

Mr. E. Martin. No. 

Mr. McCretian. I would not say usually, to my knowledge. But 
my point is that it is not the scope of a so-called dumping procedure 
which may operate at times, but the difference—whatever it is—be- 
tween these problems and those which arise under section 303 proceed- 
ings. I think they are quite different, and I think they are adminis- 
tered in different departments. However, that does not make any 
particular difference in itself. I think the main point is that if we 
are speaking of language and a regulation, there is a great enough 
difference to call for something separate. When it comes to the 
basic underlying principles of how we operate in relation to our own 
purposes and in relation to our foreign friends, certain basic prin- 
ciples wherever the action takes place, should be followed. What- 
ever these principles are, let us find a way to meet them objectively. 

The right policies and practices in that general area, of course, 
should be followed. 

Mr. E. Martrn. And do you think that it is right that when an 
application for a tariff adjustment, whether it is antidumping or 
escape clause, is made, that that is a matter where public notice should 
be given ; do you not think so, Mr. Secretary ? 

I said where it is practicable. 

Mr. McCretian. If you are talking about an antidumping action 
it seems to me that maybe there ought to be some investigation before 
you raise a rumpus about it. To put it in plain English, I do not 
see any point in having a public broadcast of a problem that does not 
exist. I recognize, of course, that when there is a dumping procedure 
proven to be true; that is, a charge is made and its proof is evident, 
it does become public information. But I would have some question 
as to whether or not a charge carelessly made, which happens from 
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time to time, should be made public until there has been some investi- 
gation to get the facts. 
~ [am not too familiar with all of these procedures. 

Mr. E. Martin. Are you aware that under the Antidumping Act 
retroactive penalties can be imposed on imports as much as 4 months 
back of the application for action ¢ 

Mr. McCiexian. Yes, sir. 

Mr. E. Martin. But you think it is all right to let the public go 
ahead and place orders abroad for these goods without any knowledge 
that there is an application pending, notwithstanding the fact that 
these imports may be retroactively subjected to antidumping duties? 

Mr. McCLetian. Well, sir, again may I go back to my first state- 
ment. 

I do not wish to write the specifications for regulations on the Anti- 
dumping Act administration today. I do not think I am qualified. 
I merely say that we should determine, and I think have done so, what 
is proper in terms of basic policy and should follow it. I think that 
we would have to apply such criteria to these procedures to see if 
they are being met. I am not in a position to recommend any changes 
in any of these at the present time, but I certainly am not prepared 
to say that they aeakiie identical and certainly not in language. 

Mr. E. Martin. Do you think there are adequate procedures whereby 
the views, suggestions, and complaints of American industry and 
American businessmen can be expressed on the treatment accorded 
their exports and whereby prompt, reliable, and adequate answers 
can be obtained by them ? 

Mr. McCietian. Well, sir, going back a moment to the comment 
I made on the Department of the Census, it is obvious that there are 
some deficiencies in reporting. I would like to say also, if I may, that 
I doubt that we will ever have an agency of Government so perfect 
in its operations and so well financed in its needs that we will be 
able to perform the perfect service to industry in a field as broad 
as this, sir. 

On the other hand, there is available to every businessman in Amer- 
ica today the opportunity for forthright answers to questions if he will 
seek out the basis for them. There is in the Department of Commerce 
an open door to any man in business and industry who has need to get 
the facts on such points as this, and information of this type, and 
there is a determined willingness on our part to provide it. Moreover, 
we are doing our utmost through our office in Washington, through 
our field offices, and through our publications to help toward that end. 

I do not think there is any denial that our service to industry is 
mighty good. I think it can be improved, and we are doing our ut- 
most to improve it, realizing it is not perfect. 

Mr. E. Martin. I am certain that is so, Mr. Secretary, but I won- 
der if the Department of Commerce for all its intents and abilities 
could give the rice millers, for example, a statement of just where they 
stand with respect to the trade-agreements commitments Cuba made 
on rice ¢ 

_ Would not your Department have to say that is in the realm of the 
State Department ? 

Mr. McCienian. May I say that getting answers in an area as com- 

plicated as this where several departments of Government and two 
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countries are involved, is not as simple as when we know the answers 
ourselves. 

First, we must know where our Government stands. I mean we must 
know from the standpoint of what we get, that is, what concessions 
are forthcoming from another country. It is not so simple for us to 
say to the businessmen, “Yes, we made such an agreement, and we are 
now prepared to deliver,” if we cannot be certain when the concession 
will mature in full flower. I think sometimes out of such difficulties as 
this there are misunderstandings on the part of business and industry, 
but I think they are rare. I think they are rare indeed in the case of 
complaints against the Department because of its failure to provide 
information. 

Mr. E. Martin. I believe that is all. 

Mr. Harrison. Mr. Morrison ? 

Mr. Morrison. Mr. McClellan, I want to pursue a question that Mr. 
Martin raised. I think it is relatively unimportant, but I think it 
might clarify the situation a bit. 

The question I have reference to is the one as to whether the Tariff 
Commission should report on all the factors in a situation that are 
relevant to the modification of a concession or the withdrawal of it. 

I understand from your previous testimony, that all the considera- 
tions that are relevant to this action are not before the Commission 
under its instructions? Is that your view ? 

Mr. McCretuan. Yes, sir. 

Mr. Morrison. That is, when it is required to recommend a certain 
action ? 

Mr. McCietian. Yes, sir. 

Mr. Morrison. Would it not be appropriate then not to direct the 
<a ieee to recommend, but to find what action would correct the 
injury ¢ 

T hare is, it seems to me, something anomolous about a directive to 
recommend something that those so directed may not think should be 
done; that is to say, if all the factors that are relevant to the action are 
not before the Commission, the Commission itself might have reserva- 
tions, as to whether it was desirable for its recommendation to be fol- 
lowed ; might it not? 

Mr. McCieixan. Well, sir, you pose a very intelligent and difficult 
question to answer, and I will put it this way: 

I do not know of any perfect solution to the problem of resolving 
these difficulties in foreign trade and the factors with which the 
Tariff Commission is concerned. However, I am aware, and I know 
the Tariff Commission is aware, that they have before it a certain basis 
of study and the determination of injury, the degree of injury and the 
kind of a cure which they think would be sensible to recommend. 
They are very well aware of the fact that other factors bear on the 

roblem, and I do not think that if I were a member of the Commission 

would be hesitant to make the kind of a recommendation which I 
thought right to provide a cure if one seemed to warrant it, or was 
needed within the criteria before me, and within the fact pattern that 
I had obtained through public hearings and through the inquiries 
made and reported to the President. 

Now, the other factors in the matter, you may recall, suggest several 
things. The review might indicate some other treatment or there 
might be a balancing effect because of other factors that were brought 
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to bear on the whole problem so far as the Chief Executive is con- 
cerned. But it seems to me that the finding of the Tariff Commission 
on the basis of the economic facts obtained is adequate for the purposes 
of their responsibilities to make recommendations of the order called 
for. I would not say that it is the perfect operating method, but it 
seems to me to be a good one. 

Mr. Morrison. Well, what I was asking was would it not clarify the 
situation somewhat if instead of the Commission being directed to 
recommend action, since it does not take account of all the facts that 
might be relevant to making a decision, it would not clarify the situa- 
tion somewhat if the Commission were directed to find what action was 
necessary to correct the matters within the field of its directions, but 
not to recommend that the action be taken ¢ 

Mr. McCretxan. Substantially, is not that what they do? They 
make a recommendation based on information as to what should be 
done and if I were on the other side of it, taking the recommendation, 
I would say within the pattern of the factors reviewed, that this is 
what the Commission suggests. 

Mr. Morrison. Yes; but I think you will notice that in the public 
press these things are interpreted to mean that the President has re- 
jected a Commission recommendation. 

Mr. McCueixian. Yes; lL agree. 

Mr. Morrison. And all the facts are not before the Commission, and 
are not within their responsibility to consider. 

Mr. McCretxian. That is right. 

Mr. Morrison. I should think it would clarify the matter some- 
what at least if they were not directed to make recommendations, but 
to make findings as to what would be the appropriate tariff treatment 
to correct the serious injury that they find. 

Well, I do not want to pursue this indefinitely because I do not 
think it is very important. 

Mr. McCietuan. I see your point, and I can recognize at once the 
benefits that might come through a better understanding by the press, 
and the public, of the limitation actually contained in the findings. 
However, I would, before suggesting that some other means or some 
other basis of recommendation pattern be used, want to consult some 
other people including other agencies. I think no system is perfect, 
and certainly not this one. 

Mr. Morrison. Another question that I would like to have your 
comments on is this: 

Jacob Viner, I believe, who is a top scholar in this field, has held 
that what has so far been done under the trade-agreements program 
has squeezed the water out of the protection that the Tariff Act of 
1930 afforded. That is, he says that, with the peril points and the 
commitments that the administrators of this program have made 
the commitments to take no action which would injure an American 
industry—that the tariff cutting has been relatively unimportant in 
reducing the protection of the American tariff. 

Is that your view? 

Mr. McCietian. Well, sir, you touched on one point on which I feel 
rather strongly, and I might just as well let you know where I stand 
on it. 

It seems to me, based on the experience I have had in other coun- 
tries and the studies I have made of this whole problem of interna- 
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tional trade that far too much emphasis has been placed on the whole 
tariff issue, and not enough attention given by all countries to the 
things that prompt the establishing of trade barriers of all kinds, 
of which the tariff is only one. 

It seems to me that what is needed, among other things, is the recog- 
nition abroad by the nationals of other countries who would like to 
have ashare in our market of several things: 

That in the United States the skills of marketing, selling, and 
merchandising are among the highest developed and highest paid. 

Here a man who thinks first in terms of price, or who thinks only 
in terms of price usually is the first to fail. If a country or its busi- 
ness people would like to earn a share of our market, which they 
must if we are going to have a share of theirs, they should understand 
these things about our market, and recognize the necessity of creating 
a market for themselves intsead of entering into the exploitation of 
our market. The point I make is this, that from the long-range 
viewpoint, their problem is one of developing markets abroad as ours 
is, which must be developed on the basis of need. We do not exploit 
other markets. Exploiting involves not merely coming in at low prices 
and substituting a product which is the result of very low wages. 
substituting it for something which we are consuming and making in 
this country, but on the basis of promoting reward of the worker ac- 
cording to his performance as a producer. 

Mr. Morrison. If they adopt these methods, and if they are suc- 
cessful, do you think the escape clause should be invoked to prevent 
the damage to American industry that would result therefrom ? 

Mr. McCietian. My view is that keen competition damages no one. 
It is important that the people in business and industry in our country 
recognize the merits of free enterprise and competition as stimulants 
to advancement. 

People in the main, the people of business and industry that I have 
talked with, and I come from business and industry, do not fear 
legitimate competition. Without question, they do not wish to limit 
competition to their own borders. But the thing that is anathema 
to American business and industry is competition that springs from 
cartels or extremely low wages and competition from countries whose 
governments subordinate industries, enabling their products to flow in 
at less than the local production costs, with the result that our indus- 
tries here are damaged and our standard of living is lowered rather 
than our helping to raise standards of living elsewhere. The fears 
that I hear expressed from American business are not fears about 
legitimate competition which comes within the concepts of free enter- 
prise offering a fair reward for labor performed and incentive, that 
pays a man for what he delivers, as we think about it in the United 
States. 

Therefore, the problem is if we insist on tariff protection, what can 
we do constructively? If we increase our exports beyond $16 billion 
this year, we must think in terms of constructive trade both ways. 
We want to eliminate that competition of the kind that is destructive, 
but we do not oppose competition that is legitimate and constructive. 

Mr. Morrison. I think you might consider the testimony of the man 
from the chinaware association who was here the other day who com- 
plained that the Japanese were providing chinaware just too well 
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adapted to the American market, that they had the facilities for 
its sale here, which was the very matter that they were concerned about. 

Mr. McCretian. Was it not also true that he was concerned about 
the low wages that went into the fabrication of the pottery ? 

Mr. Morrison. Yes; presumably that and everything else that en- 
abled them to compete so effectively here. 

That is all, Mr. Chairman. 

Mr. Harrison. Mr. Secretary, in an escape-clause case pending be- 
fore the Tariff Commission, other than statistics, what information 
does your Department give to the Commission ? 

Mr. McCtettan. You mean in terms of the development of the 
laws ? 

Mr. Harrison. No; what facts and recommendations? 

Mr. McCuetian. Obviously if the Tariff Commission calls on the 
Department of Commerce for information concerning an industry, we 
would be at their service to help them in any way we can. 

It is my recollection, however, that, in the main, the Tariff Com- 
mission goes right out to the individual companies themselves and 
makes a comprehensive analysis of the company, of whatever is in- 
volved across the board. They get basic statistics from the Bureau of 
the Census, but to the extent that they call on us, we cooperate to the 
best of our ability. I think we have had no complaint at all from 
the Commission. 

Mr. Harrison. Do you give the President of the United States in- 
formation that you do not give to the Commission ? 

Mr. McCuetian. No: I have never known of a case where we did. 

Mr. Harrison. You do not? 

Mr. McCietian. Except that we may volunteer information which 
has not been called for. When we are working with the Tariff Com- 
mission we try our best to give them whatever they want to know. 

Mr. Harrtson. Mr. Secretary, have you any legislative recom- 
mendations to make to this committee within the subject of its juris- 
diction ? 

Mr. McCietian. None at this time; no, sir. 

Mr. Harrison. If you do have, we would ask that you file them for 
the record, and we would also like to ask the Department to consider 
whether or not it would like to make a recommendation to change the 
language of the escape clause to make it more certain as to what is 
the definition of serious injury. 

Mr. Secretary, we want to thank you on behalf of this committee 
for your appearance here, for your contribution to our record and 
your effort to help us to solve our problems. 

Mr. McCietian. Thank you very much, Mr. Chairman and gen- 
tlemen of the committee. It has been a pleasure to appear before you, 
and I have done the best I could to be forthright in the answers I 
have given. 

Mr. Harrison. The testimony shows you have studied the record 
and that you realize the difficulties and complaints which have been 
before us. Thank you very much. 

The committee will stand adjourned subject to the call of the Chair. 

(Thereupon, at 4:25 p. m., the subcommittee adjourned, subject to 
the call of the Chair.) 
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(The following material was submitted for the record:) 


ANNAPOLIS, Mp., October 16, 1956. 
Hon. HALE Boses, 
Chairman, Subcommittee on Customs, Tariffs and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, House of Representatives, 
Washington, D. C. 


DEAR CONGRESSMAN Boces: I have followed with great interest the reports in 
the press of the hearings conducted recently by your subcommittee into American 
foreign trade policy. I am pleased to learn that you and your colleagues are 
undertaking an objective and factual study of this most vital subject. There 
can be no question that our foreign trade policy has become increasingly con- 
troversial and, it is equally clear, that the Congress—including your subcom- 
mittee—has been confronted with considerable pressure from segments of our 
economy that feel their economic interests are endangered by a policy of tariff 
reduction and the expansion of world trade. 

I am particularly pleased that your committee has undertaken to assess for 
itself the arguments on both sides of this subject and make an objective evalua- 
tion as to how the national interest can best be served in our foreign trade pol- 
icy. For these reasons, I wish to assure you that many of us outside of the 
Federal Government are looking forward to the results of your inquiries. 

My interest in America’s foreign economic policy stems from an abiding con- 
viction that our international trade policy should be of concern to every citizen, 
not only to those that have a direct economic stake in foreign trade. The tariff 
can no longer be viewed as a purely local issue. Tariff policy can no longer 
reflect the old aphorism that it depends on whose ox gets gored. Our trade 
policy is today, more than ever before, an essential instrument of our foreign 
policy and we can treat it as a local economic issue only at our peril. 

Indeed, our foreign trade policy, since it is an integral part of our total foreign 
policy, should be above partisan politics and should be a matter for bipartisan 
support. Even those who have been critical of the trade agreements program 
generally agree that this program serves our foreign policy objectives. Yet 
they are willing frequently to compromise these objectives in order to gain their 
own ends, without feeling the responsibility for developing and suggesting con- 
structive alternatives. 

As I see it, the basic problem facing our foreign trade policy is: Can we recom- 
cile the national need for a bold and dynamic policy to expand world trade with 
the legitimate needs of certain groups who seek increased protection against 
imports? Unless we devise adequate and acceptable methods for meeting legiti- 
mate problems that arise, without resort to trade barriers, we will not be able 
to make the forward progress that is required through our trade policy for the 
achievement of a strengthened free world. 

I recognize the complexities of our foreign-trade legislation but I feel that I 
have had enough acquaintance with the legislative process and procedures to 
offer the following suggestion. First, it seems to me to be absolutely essential 
that clear and unambiguous standards and criteria be set down in the law so 
that the terms and conditions of our tariff provisions will be clearly understood. 
To be effective, such criteria must reflect the principle that additional trade 
barriers would be imposed only in exceptional and unusually meritorious cases. 
Second, there should be fair and simplified procedures whereby all parties— 
including domestic industries, importers, exporters, and consumers—can make 
their views known to the Government. No American citizen should have reason 
to feel that inadequate consideration has been given to his views in matters relat- 
ing to trade policy. 

Virtually since the inception of the trade agreements program, there have 
arisen unnecessary conflicts between our trade policy objectives and certain 
requirements of the domestic economy. If we value our trade policy as highly 
as I believe we should, then we would do well to seek alternative methods, other 
than tariff increases, to resolve such conflicts. Recently I had occasion to con- 
vey my views on this problem to the President in connection with the subject 
of our watch tariffs and the efforts of the domestic industry to restrict watch 
imports even further. Because the letter included a suggestion that there were 
means other than tariff increases or the imposition of quotas that could more 
appropriately assure the protection of the domestic watch industry—if indeed 
it was found that that industry was truly essential to the national defense—I 
am attaching a copy of it herewith. I should like to add at this point that, in 
my judgment, the preservation of vital engineering and technical skills is the 
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key to maintaining an adequate defense mobilization base, rather than the provi- 
sion of overall protection for a business or industry. In any event, it is my 
view that the use of alternative methods to tariffs, such as those described in the 
attached letter, would be applicable to other cases as well and, I believe, would 
represent a more effective and economical method of assuring the desired results 
without conflicting with our national trade policy. 

I have taken the liberty of offering these comments in the hope that they may 
be of some service to you and your subcommittee in your study of these chal- 
lenging problems. I look forward with great interest to your findings and I 
wish you well in your pursuit of equitable and appropriate answers to the 
significant questions you are examining. 

Sincerely, 
Tueo. R. McCKELDIN, Governor. 


AveustT 8, 1956. 
Hon. Dwicut D. EISENHOWER, 
President of the United States, 
The White House, Washington, D.C. 


DEAR MR. PRESIDENT: In previous correspondence with you on aspects of our 
foreign trade policy, I have expressed concern about the conflict that has resulted 
between our twin objectives of strengthening essential free world ties on the one 
hand and maintaining essential domestic production on the other. My concern 
is heightened as I observe the increasing efforts of special interests in the United 
States to gain protection against imports. Repeated cries of hardship bolstered 
by claims of defense essentiality have been on the increase in recent months and 
they threaten serious impairment of your foreign trade policy—a policy which 
is so essential to our Nation’s welfare and security. Needless to add, perhaps, 
each such case calls for the most careful scrutiny and in those in which it is 
demonstrated that special assistance is required, as you yourself have indicated, 
great care must be exercised to use only those aids and remedies that are equi- 
table and economical to the Nation as a whole. 

I have taken the occasion previously to express my views to you with reference 
to one case in which considerations of defense essentiality of the domestic indus- 
try concerned were important. I refer to the 1954 decision by which tariffs were 
increased on imports of Swiss watches and watch movements. It has been my 
hope that the current review of the 1954 decision would lead to a decision on your 
part to restore these tariffs to their previous levels. In my judgment, an action 
of this sort would constitute a positive reaffirmation of our trade policy intentions 
which would serve to encourage our free world trading partners. Clearly, such 
encouragement is particularly necessary at this time in the face of the Soviet 
trade-aid offensive and in view of the fact that the 84th Congress did not enact 
your legislation authorizing United States membership in the Organization for 
Trade Cooperation. 

I am taking the liberty of writing to you again on this subject because I have 
just finished reading an excellent report on defense essentiality and foreign 
economic policy issued recently by the congressional Joint Economic Committee, 
a copy of which is attached. Several of the conclusions and recommendations of 
this report, I was pleased to note, give strong support to points which I raised 
in my letter to you of May 1. 

Although I do not underestimate the economic importance of our trade with 
Switzerland, both to us and to that friendly democracy, I have been more con- 
cerned with the important psychological and foreign policy results that would 
flow from a revocation of the watch-tariff increase. For involved here is an 
issue which has become a symbol of our trade policy for many of our free-world 
friends. The 1954 watch-tariff increase caused some consternation abroad be- 
cause of the fear that it might spell inconstancy in our trade-agreement commit- 
ments. This apprehension was heightened because of the introduction of a new 
ingredient in escape-clause cases—the use of import restrictions as a device for 
maintaining the production of a domestic industry when that industry is judged 
to be essential to the national security. 

I note that the Tariff Commission has recently completed a report evaluating 
the effects of the 1954 decision. Its findings included the fact that while the 
higher tariffs have cut sharply into watch imports, domestic jeweled-watch pro- 
duction has not increased correspondingly. In addition, it is my understanding 
that the Office of Defense Mobilization is reconsidering the question of the defense 
essentiality of the domestic watch industry as part of its study of that indus- 
try’s request for further protection through the imposition of an import quota on 
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Swiss watches. To me, this new request for a quota, coming at the same time 
that the effects of the 50-percent tariff increase are under review, is very reveal- 
ing. It graphically demonstrates that protectionism inevitably breeds more 
protectionism. 

Whatever decision is made on the basis of these reviews and studies will, of 
course, depend on your considered judgment. In making your determination, I 
suggest that—if the administration finds this industry should continue to be 
regarded as essential to national defense and, in addition, that special considera- 
tion for that industry is warranted—there must be some solution which would 
remove the unnecessary conflict that has resulted in this instance between, as I 
cited at the outset, our twin objectives of strengthening essential free-world trade 
ties, on the one hand, and maintaining essential domestic production, on the other. 
Surely there could be devised, in place of the 1954 tariff increase, some appropri- 
ate means of assisting the domestic industry in a direct manner. 

In this connection, I would like to quote a pertinent recommendation of the 
Joint Economic Committee Report on Defense Essentiality and Foreign Economic 
Policy, which expresses the need for caution: 

“In the very limited number of cases where the balanced assessment of all 
factors reveals a few industries need special treatment in the name of defense and 
if these are industries whose manipulation would have international repercus- 
sions, the alternative means to aid these industries should be weighed carefully 
in each individual case. 

“(a) Tariff increases, direct and indirect, should be eschewed for the burden 
they throw on other industries, on consumers, and on foreign trade essential to 
our system of world alliances, and for the reduced incentive to the domestic 
industry to increase the efficiency or improve its products. 

“(b) Quotas have the same disadvantages as tariffs plus the additional diffi- 
culties of rigidity in application and favoritism in assigning shares.” 

This recommendation goes on to say that, depending upon the circumstances, 
direct assistance could take the form of subsidies, stockpiling, standby facilities, 
or a program of expanded research and development. 

For example, I have been pleased to note that in the lead and zine escape-clause 
case, late in 1954, you refused to impose higher duties and, instead, authorized 
an expanded stockpile program as a means of assuring domestic production of 
lead and zine. Your statement at that time, which might have equal pertinence 
for the watch problem, was “since the benefits to be derived from the increase of 
the tariff on lead and zinc are so uncertain, I am not prepared to seek them at 
the expense of the serious adverse consequences that would follow for our inter- 
national relations.” 

I recognize full well that the resolution of issues involved in the formulation 
and execution of our national foreign trade policy presents many challenging 
problems. Needless to say, watch import policy is but one aspect of our total 
international trade policy. I sincerely hope that the recommendations contained 
in this letter can make a constructive contribution not alone to the solution of the 
watch question, but also to the advancement of our enlightened policy in strength- 
ening the community of interest between ourselves and the other nations of the 
free world. 

With highest regards and all good wishes, I am 

Sincerely, 


—— ——,, Governor. 





UNITED STATES COUNCIL OF THE 
INTERNATIONAL CHAMBER OF COMMERCE, INC., 


New York, N. Y., September 25, 1956. 
Hon. HAte Boaes, 


Chairman, Committee on Ways and Means, 
Subcommittee on Customs, Tariffs, and Reciprocal Trade Agreements, 
Washington, D.C. 

DEAR CONGRESSMAN Boces: The United States council is grateful for your invi- 
tation to submit a statement on its views on the important subjects under con- 
sideration by the Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments serving under your chairmanship. 

In behalf of the United States council and by direction of its executive com- 
mittee, I am submitting herewith a statement of the views of this organization. 

With this statement I am forwarding three reports of studies which form the 
basis for the positions taken by the council. These are: GATT—An Analysis 
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and Appraisal of the General Agreement on Tariffs and Trade, The Organization 
for Trade Cooperation and the New GATT, and National Security and Interna- 
tional Trade. These three documents are part of the council’s submission, and 
I would hope that if space permits they may be incorporated in the record of your 
committee hearings. 


Sincerely yours, 
THoMAS J. WATSON, Jr. 


STATEMENT OF THE UNITED STATES COUNCIL OF THE INTERNATIONAL 
CHAMBER OF COMMERCE 


The United States Council,’ an organization primarily interested in expanding 
world trade and securing its benefits for the American people, appreciates being 
afforded the opportunity to submit its views on the important questions of 
foreign economic policy the Subcommittee on Customs, Tariffs, and Reciprocal 
Trade Agreements has undertaken to examine. 

Committees of business executives acting for the United States Council have 
given extensive study to many of the questions of policy and legislative problems 
on which the subcommittee has solicited opinions. The conclusions and recom- 
mendations adopted by the council based on these studies have been incorporated 
in published reports. In addition to summarizing these views for the convenience 
of the committee, we have included in the present submission a brief review of the 
importance of foreign trade as an element in the economy of the United States. 

Our foreign economic policies affect our national security as well as our 
national prosperity. However, the United States Council, being an organization 
of businessmen, will confine this statement to the economic aspects. 

Foreign trade is an important factor in our national prosperity now, and will be 
increasingly important in the future. 

The fact that foreign trade is a small percentage of our huge domestic trade 
is sometimes cited in support of policies that would disregard the one in favor of 
the other. Actually, our foreign trade ranks high as a factor in our national 
prosperity. A study published by the Department of Commerce in 1954 showed 
that it is comparable to other factors of recognized importance as follows: 


Item and relation to gross national product 


Percent 
USO i catenin Salta Puctiseebcs shana dcaeciientdnnlel 5.8 
TO i I aiden ee laine Satinlinaencisioncmns bad chatted 4.5 
TNR aR <i  e 3.2 
Bo ge | ee eee ee a 3.7 
susiness expenditures for capital equipment____._.-_-__________________. crit ¢ 
Consumer purchases of durable goods._______--______=________________ ter 
CRECIMR CRI II I ia saenh tati eladnile l 8.5 


It is true that some of our producers face difficulty from foreign competition 
and that due consideration must be given to this fact in formulating national 
trade policies. But full account should also be taken of the fact that undue 
solicitude for this segment of our economy is at the expense of another impor- 
tant segment consisting of our producers who depend in greater or less degree on 
exports. Our export producers are hurt by a restrictive import policy because 
it induces trade restrictions by foreign countries and reduces their supply of 
dollars with which to buy our goods. 

Exports of leading agricultural products have traditionally represented excep- 
tionally high percentages of production, but exports of machinery and a wide 
range of other products also comprise very substantial proportions of total pro- 
duction. Altogether, according to the Randall Commission Staff Papers, over 
3 million persons are dependent for their employment on exports—a figure which, 
according to the same source, is much greater than the number of persons in pro- 
tected industries who would be displaced even if import duties were totally 
suspended. 

There is American labor content in every dollar of our exports, whether of 
minerals, of agricultural products, or of manufactured items. Our imports, on 
the other hand, have no such direct effect on employment in this country. A 
large percentage of our imports are of raw materials and other products which 
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are not produced here. Where imported goods come into direct competition with 
American goods, there are many ways for American firms to adjust to this com- 
petition. New or improved products can be developed, advertising can be in- 
creased, production can be switched to fields where the foreign competition is not 
so severe, and so on. These are all traditional ways in which American firms 
meet increased domestic competition without resort to reducing employment. 

When we restrict the importation of goods from other countries into the United 
States, foreigners of necessity restrict our exports to them unless through grants 
and loans we provide them with the dollars to buy more of our goods. It is 
obvious that fewer Americans will be forced to find new jobs as the result of com- 
petition from imports than if our imports are reduced by high protection of one 
kind or another, and as a consequence our exports are reduced. 

Not only is our foreign trade highly important to our national prosperity now, 
but its importance inevitably will steadily increase with the growth of our popu- 
lation and the depletion of our own resources. In 1900 we produced 15 percent 
more raw materials than we consumed (excluding food) ; by midcentury we are 
consuming 10 percent more material than we produce. By 1950 the United 
States was completing its slow transition from a raw material surplus nation to a 
raw material deficit nation. This vast drain, greater today than yesterday, and 
inescapably greater tomorrow than today, upon domestic resources that cannot 
be renewed, has become one of the most challenging problems bearing upon our 
continued growth. The President’s Materials Policy Commission examining this 
problem in 1952 estimated, for example, that the domestic demand some 25 years 
hence for minerals as a whole may well be 90 percent higher than in 1950. 
Despite wide difference in judgment as to whether demand for some material will 
rise 50 or 100 or 200 percent, the central point remains: Demand for everything 
can be expected to rise substantially if our economy is to continue its growth. 

The growing need for materials necessarily means more dependence on trade 
with the rest of the world, including exports to pay for the needed imports. Our 
policies should be forward looking, and anticipate the growing dependence of our 
economy on foreign trade. 


The United States Council believes that our trade policy should have three 
elements: 


First, the President must continue to have the authority to negotiate the reduc- 
tion of trade barriers on a reciprocal basis. 

Second, the United States must continue to participate in the General Agree- 
ment on Tariffs and Trade which over the past 8 years has made it possible to 
secure simultaneous negotiation among many countries for the reduction of trade 
barriers and in which the results of the trade-agreements program are so largely 
consolidated. 

Third, the United States should participate in the proposed Organization for 
Trade Cooperation in order to derive the greatest value from the General Agree- 
ment on Tariffs and Trade by insuring continued and more effective coopera- 
tion in world trade. Such cooperation is important to the prosperity, employ- 
ment, and security of the United States. 


In the light of the foregoing the council has these comments on the specific 
points raised by the subcommittee. 


THE ESCAPE CLAUSE AND THE PERIL POINT 


The council does not believe that the escape clause should be eliminated since 
this would deprive the Government of the flexibility needed to meet a real emer- 
gency. The council does believe, however, that the escape clause should only 
be invoked in the case of “serious injury,” not merely in situations where im- 
ports are causing difficulty or preventing expansion. The council also believes 
that the national interest should always be given great weight in making any 
determination under the escape clause. 

The escape clause has had a disproportionately large effect in reducing the 
willingness of foreign exporters to enter the United States market. The costs 
and risks to foreign firms of breaking into this large and highly competitive 
market are great. The fear that success will be met by increases in tariff bar- 
riers has reduced the incentive for foreign firms to make the effort. To some 
extent this is unavoidable, but we can minimize the harm done by the escape 
clause by applying it judiciously. Unless we do this we will sacrifice the 
national interest in having world trade expand. 

The council continues its opposition to the peril-point concept. It believes 
that to force the Tariff Commission to predict in advance how much protection 
may continue to be necessary will in practice cause undue caution. 
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THE NATIONAL SECURITY AMENDMENT 


The council has just recently completed an analysis of the relationship be- 
tween national security and foreign trade which analyzes the basic problems 
involved in the national security amendment. This study arrived at these 
general conclusions : 

1. The national security argument for restricting imports has these various 
weaknesses : 

(a) It is an inefficient method of protecting the defense mobilization base 
and can be a very costly method even though the cost is concealed. 

(bo) It is a clumsy method which aids firms in the protected industry 
regardless of whether they need help and regardless of a particular firm’s 
potential ability to contribute to the defense effort. 

(c) By reducing competition within the domestic market, import re- 
strictions may significantly reduce the vigor of our economy. 

(d@) Import restrictions cannot protect the type of economy we need at 
present, which is an economy built around engineering and managerial skills 
eapable of transferring resources rapidly and effectively from one use to 
another as defense needs change. 

2. For the above reasons, the United States council believes that the Federal 
Government’s defense mobilization policies should be designed to foster a vig- 
orous, adaptable economy in which there is rapid technological advance. The 
council is convinced that growing international trade will contribute to this 
goal. 

3. National security is a vital national concern and it must not be jeopardized 
by actions which are inadequate or misguided because they are based on narrow 
considerations rather than the national welfare. 

The full text of this analysis is attached. 


ANTIDUMPING, COUNTERVAILING DUTIES, AND UNFAIR COMPETITION 


The United States council is opposed to dumping, export subsidies, and all 
forms of unfair competition. It therefore supports the enforcement of measures 
by this Government to combat such practices by other nations, but these laws 
should be administered in such manner as to avoid injury to innocent parties 
and an undue interference with trade. Differences in prices based on real differ- 
ences in costs of production are fundamental to all trade whether domestic or 
across national borders. The council urges, therefore, that the term “unfair com- 
petition” not be taken to mean simply any competition or the mere fact that 
certain goods when produced abroad bear a lower price than those produced at 
home. 

QUOTAS 


The attitude of the council toward quotas is shown by the following quotation 
from a major council report completed in 1955. 

“When a product is subject to a quota, importations must stop entirely once the 
quota has been filled. A quantitative restriction, therefore, has a far more 
drastic effect on trade than a tariff. 

“A product subject to a tariff may be imported provided that the prescribed 
duty is paid. It is true that a tariff may sometimes be so high that it is prohibi- 
tive, but trade may continue in spite of a very high tariff if special design, quality, 
utility, or some other attribute can compensate for the tariff handicap. Fur- 
thermore, foreign producers may be able to overcome the disadvantage of a high 
tariff by increasing efficiency and reducing costs. Under a quota, however, no 
amount of ingenuity or efficiency will increase the amount of goods that can be 
imported above the established quota. Competition between domestic and foreign 
producers is thus eliminated, once a quota has been filled. The resulting monop- 
oly position of domestic producers reduces or may even eliminate the incentive 
for efficiency or product improvement.” 
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The United States has suffered greatly from quotas imposed by other countries 
although it is impossible to measure statistically the extent of this damage. In 
consequence the United States has firmly opposed the use of quotas as a general 
policy from tl 2 time of President Coolidge to the present. 

The United States made some progress in restricting the use of quotas by other 
nations through bilateral trade negotiations. Experience revealed, however, that 
no major foreign country would accept a general prohibition of quantitative re- 
strictions without a similar commitment by many nations and simultaneous 
widespread reduction of tariffs. 

So far the broadest commitment against the use of quotas which this country 
has been able to secure from other countries is contained in the General Agree- 
ment on Tariffs and Trade. The two major exceptions to the mutual undertak- 
ing not to use quotas are the exception permitted for agricultural quotas (dis- 
cussed in connection with sec. 22 of the Agricultural Adjustment Act) and the 
exception permitted for nations in balance-of-payments difficulties. These latter 
restrictions on foreign trade have been declining sharply. Through the general 
agreement the United States has been able to keep a steady pressure on other 
countries to eliminate quotas as the need for them declines. 


THE BUY AMERICA ACT 


The council agrees with the statement made in the President’s foreign economic 
policy message of March 30, 1954, that it is improper policy, unbusinesslike pro- 
cedure, and unfair to the taxpayers for the Government to pay a premium on its 
purchases. The council is of the view that the Buy American Act and all similar 
preferential clauses in Federal legislation should be repealed. 


SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT 


Section 22 of the Agricultural Adjustment Act provides the legal basis for a 
number of agricultural import quotas which have caused serious problems in the 
implementation of our foreign trade policies. The council believes that it is 
necessary to harmonize our agricultural and foreign economic policies without 
sacrificing the sound objectives of either. 

The council believes that import quotas are fundamentally undesirable. It 
believes that domestic agricultural support programs should be so operated as to 
minimize the need for import restrictions. When we seek to have other nations 
refrain from using import quotas, subsidies, and other control devices, the United 
States position is weakened when we ourselves use the same devices. 


RESTRICTIVE TRADE PRACTICES ENGAGED IN BY FOREIGN COUNTRIES 


Arbitrary governmental interference with business is undesirable. The United 
States council is fundamentally opposed to restrictions on American exports by 
other governments. The United States Government should continue its efforts to 
have these restrictions on American business removed as speedily as possible. 
In the opinion of the United States council the most effective instrument avail- 
able for hastening the elimination of these barriers to international trade is the 
General Agreement on Tariffs and Trade, buttressed by the proposed Organization 
for Trade Cooperation. 


(The three studies referred to in Mr. Watson’s letter follow :) 
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This study was made under the direction of the 
Economic Advisor of the United States Council, Pro- 
fessor Harry C. Hawkins. Professor Hawkins is the 
Director of the William L. Clayton Center for Inter- 
national Economic Affairs. He was assisted in this 
study by Messrs. J. G. Buckley and G. L. Spangler 
of the Clayton Center staff. 


The Clayton Center was established at the Fletcher 
School of Law and Diplomacy, Medford, Massachu- 
setts to honor Mr. William L. Clayton. The Fletcher 
School of Law and Diplomacy is a graduate school 
of international affairs administered by Tufts College 
in cooperation with Harvard University. 
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FOREWORD 


The United States Council anticipated some months ago that 
in consequence of the President’s decision to submit to Con- 
gress the organizational provisions of the General Agreement 
on Tariffs and Trade, that Agreement would receive prominent 
attention during the first session of the 84th Congress and 
would attract wide public interest. The Council therefore com- 
missioned the William L. Clayton Center for International 
Economic Affairs to undertake a comprehensive analysis of 
this Agreement as an instrument for promoting international 
trade and fostering mutually profitable commercial relations. 

The purpose of this publication is to provide members of 
the United States Council, other business executives, and the 
public with a source of dependable information about GATT, 
an interpretation of the principal provisions of its text, and 
an explanation of their purpose and effect. 

This report has been prepared at a time when the Contract- 
ing Parties are meeting in Geneva to re-examine and revise 
the Agreement. It is expected that these negotiations will pro- 
duce specific proposals for changing some of the provisions 
of GATT which will be submitted to national governments 
for approval. The United States Council believes that business 
executives who examine these forthcoming proposals in the 
light of the information contained in this brochure will be as- 
sisted in understanding their significance and judging their 
merits. 
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SUMMARY OF CONTENTS 


I. GENERAL CHARACTER OF GATT 


Tariff Schedules —.......... 

Each contracting party binds itself to all the other parties 

not to impose tariffs in excess of those specified for products 

listed in an annexed schedule. These maximum tariffs, which 

may represent reductions in or bindings of pre-existing tariffs, 
have been arrived at by negotiations with the other parties. 


Rulbid‘ oO Subs Mis coro, ee ele 28) 22.6 
These rules are designed to protect ‘the value of the tariff 
concessions; to bring about a relaxation or elimination of non- 
tariff trade restrictions; and to promote the observance of the 
principle of non-discrimination. 


00 OOSn eee + CORR SSS Fs POSSESS OSES EE: FOSS DS SR HR TERE eEEeeee OOS ] » 





An International Organization 2.0... .secssssscsssenmeesesessesesenmemneeensenmeee 16 
The Organization consists of the contracting parties acting 
jointly on questions of common concern, and a small secre- 
tariat. 


[ee JOE, a TD onthntieemnemerinantenniibeacmnal Emmenessiuncieen tO 
There are now thirty-four parties to GATT Lisei trade ac- 
counts for over seventy-five percent of world trade, and who 
in the aggregate have reduced or bound 58,000 tariff rates 
affecting well over half of the total trade of the world. 


United States Interest in GATT itr ehihinaailubantinanih a? 


The many thousands of tariff concessions and the general 
rules affect all of our trade with the other parties, which 
amounts to over two-thirds of our total trade with the world. 
GATT has had an important stabilizing effect on free world 
trade relations. 





Ii. TARIFF COMMITMENTS 


Limitations of the Bilateral Approach 2cccccoeccceecneemencenene- 20 


The bilateral approach consists of separate trade agreements 
between pairs of countries. This was the approach followed 
by the United States prior to GATT. Its success depends in 
large part on the extent to which other countries are negotiat- 
ing bilateral agreements among themselves and generalizing 
the concessions to us under the most-favored-nation principle. 
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But under our bilateral approach there was no mechanism for 
insuring that such negotiations between foreign countries 
would, in fact, take place on the desired scale. 


The. GATT. Appts cceccersccreeeeseersserrrnsntemenasnnnsecssnnnstitisicssatssitlanevtsaiol 23 


A multilateral approach such as GATT was required to meet 
this need. 


More Tariff Concessions ...-..csx..ccccscccssersescoseccosssnssscsscssssssssessesesestnssssoccssstessee ad 


Under the GATT approach we not only negotiated with each 
of the other parties but they negotiated with each other. This 
approach gave us not only concessions by direct negotiations 
with each of the other parties but also the concessions which 
they negotiated with each other and which we could not have 
obtained otherwise on anything like as extensive a scale. 


Stability of Tariff Commitments .2..ccccccsccoosssesssssesessssseseensossesnssseeee 24 
Under the pre-GATT bilateral approach the United States, 


for example, received through the most-favored-nation prin- 
ciple the benefit of concessions negotiated between other coun- 
tries only so long as such other countries kept their agreements 
in force. The continued enjoyment of such concessions thus 
depended on decisions reached between other countries over 
which the United States had no control. Under GATT the 
United States receives as a direct right all concessions negoti- 
ated between the other parties, in addition to those concessions 
which it has itself directly negotiated. 


Avoidance of Undue Rigidity nn ssececsssseccnsesuseesseeresceseteeens 25 


Procedures have been worked out to facilitate negotiations 
among the parties for releases from commitments to prevent 
them from being unduly rigid. 


The Escape Clause ...c.sssssosme cheaniaainemnianaiinimeinnitniiiaee 


This clause as interpreted has created a feeling of insta- 
bility. It allows a contracting party to modify a tariff com- 
mitment if the concession causes or threatens serious injury 
to domestic producers. 


Origin of Cie Tae Glaks6 ne en ee ene t 


The prototype of the escape clause in GATT was a clause 
introduced by Executive decision in bilateral agreements in 
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the early 1940's. Its inclusion in all trade agreements was later 
made mandatory by Congressional action. 


PulSele of Ue Hace Cleese 28 


The clause was designed only for preventing serious injury 
in emergency circumstances; not for ordinary protectionist 
purposes. 


Uso: aff Cap Tintin: Gt seccirntttrndcvicnetitnenitiennicnitihttemremnenaeme 28 


Actually the clause has been used in only a few cases. 


Fear of Misuse of the Escape Clause 2. eccsssccssssnssseeesncsemmnee D9 


But the circumstances in which the clause has been invoked 
and persistent pressures for its further use have been a source 
of apprehension to foreign traders who fear that through 
escape clause action their very success in developing their ex- 
ports to this country will mean their exclusion. 


Teer TI se isethict iinet cdsatecdiciectictsiensrnsinrlintnsteahasanini 30 


GATT contains a provision for periodic renegotiation and 
relaxation of all tariff commitments. The application of this 


provision has been postponed but it remains a potential source 
of instability. 


Tart ee ated titsecttd sites dnnrtentidtelisnausmidianints end? 


GATT has eliminated some preferences, reduced others and 
bound all remaining ones against increase. It has set a course 
in the direction of gradual elimination of preferences by 
means of negotiation. 


Current Tariff Negotiating Problems 2....ccssossccsssscesssssssemeeeensee 33 


Low tariff countries have found that high tariff countries 
are reluctant to make further reductions merely in return for 
a rebinding of low duties or tariff-free treatment and feel that 
a new technique of reciprocal negotiations is desirable. 


An Alternative Method of Tariff Reduction cccteccccccccceomee 34 


In relation to the problem just mentioned consideration is 
being given to a method known as the French Plan whereby 
tariff reductions would depend upon the average levels of the 
tariffs of the contracting parties on various categories of 
products. 
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ITE. QUANTITATIVE RESTRICTIONS 


One of the most important provisions in GATT is the general 
prohibition against the use of quantitative restrictions or quotas. 


Objections to Quotas .......... 


Quotas have a far more drastic effect on trade than tariffs 
and United States trade has suffered greatly from such re- 
strictions imposed by other countries. 


a eT 


Since 1927 a major aim of United States commercial policy 
has been to outlaw quotas for protectionist purposes. 


Agricultural Exception to the Rule Against Quotas .............. 41 
This exception allows quotas on the importation of agricul- 
tural and fisheries products if the like domestic products are 
subject to equally restrictive production limitations. Such an 
exception is necessary and fair because artificially high prices 
caused by domestic control would otherwise attract abnormal 
imports. 


Import Restrictions Without Production Control] ....cossc004] 


The condition in the exception that import quotas may not 
be imposed unless there is equivalent domestic production 
control is based on the fact that without this requirement the 
exception could be used merely to substitute domestic products 
for imported products and thus permit sheer agricultural pro- 
tectionism. 


Difficulties of Applying the Exception 2...erccccsscsssseenssensemeresnen AZ 
The United States has had difficulty in making its action 
conform to the exception because of the provisions of Section 
22 of the Agricultural Adjustment Act whereby import restric- 
tions are required to protect domestic agricultural programs 
even though such programs do not involve domestic production 
control. 


Changes in United States Law and Practice .................. 43 
These difficulties arose from a change in Section 22 of the 
Agricultural Adjustment Act which made it impossible for 
the Executive to keep within the terms of the exception. 
Present Agricultural Import Restrictions ~.. seseomnees 4 
The consequence has been that import restrictions now im- 
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posed by the United States on a number of products are in 
conflict with GATT. 


Thee eC oi iascccttesniepssnsnchbichtiecisntsheteillp actinides 44 


If the United States should seek to modify the exception in 
GATT so that present United States law may continue to be 
applied without conflict, similar freedom would be given to 
all the other parties to GATT. 


American Agriculture’s Stake in Foreign Markets 2.00.0... 44 


Given the importance of American agricultural exports, 
the consequence of loosening the exception in GATT might be 
that American agriculture would suffer severely from the very 
legislation designed to help it. 


Balance-of-Payments Exception ..sccssssoossssscssssnssessnsesesnssesennsessnnenteee 46 


The need for such an exception to the rule against quantita- 
tive restrictions arose from the fact that after World War II 
many countries were faced with a shortage of foreign cur- 
rencies, notably dollars, with which to pay for needed imports, 
and had to restrict imports of less needed goods by means of 
quantitative restrictions in order to conserve their foreign 
exchange resources. 


Danger of Misuse of the Exception .2.......ssocsssssssusssesunseessnseesenseen 47 
Balance-of-payments restrictions have the incidental effect 
of affording protection to domestic industries against foreign 
competition and the danger of misuse arises from the tendency 
to retain them for this reason after the balance-of-payments 
need for them has passed. 


The Balance-of-Payments Provisions Of GATT o2.ceccscecssscossese 47 


The exception is accompanied by detailed criteria and pro- 
cedures designed to confine balance-of-payments restrictions to 
cases of real need. 


I I ithe nance etchant rnd ria ee eee 


The state of a country’s monetary reserves is the basic test 
laid down in GATT of the justification for balance-of-payments 
restrictions. 


Coung alien: Pion tian: sesinencosgsiteshintisnnttinsitsnicsinestininamtitvinnnnsitsiltibiigule 


A party dissatisfied with action being taken under the excep- 
tion by another party may bring its complaint to the GATT 
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Organization which can make recommendations and in the 
event of non-compliance can authorize complaining parties to 
take specified counter-measures. The Organization cannot re- 
quire the removal of restrictions except to the extent that they 
discriminate against particular countries. 


Restrictions Being Relaxed but Still Numerous .....0....49 


Balance-of-payments restrictions have diminished substan- 
tially in recent years and there seems to be a trend toward 
their elimination; but they are still being extensively used. 


Adequacy of GATT Rules in Relation to Domestic Policies.....50 


Certain domestic policies may aggravate balance-of-pay- 
ments difficulties and cause the retention of import restrictions. 
Under GATT as now drawn such policies may not be brought 


into question, a situation which impedes efforts to eliminate 
the restrictions. 


Adequacy of International Authority Over Restrictions .........51 
Since restrictions unjustifiably imposed by one contracting 
party deprive others of benefits to which they are entitled 


there is reason for giving either GATT or the International 
Monetary Fund more authority over them. 


Relation of the International Monetary Fund to GATT ........... 52 


The functions of the International Monetary Fund in regard 
to exchange restrictions are closely related to the functions of 
the GATT Organization in regard to quantitative trade re- 
strictions. 


Present Authority of the Fearn 2ccecescessesscescssssoosssereesovernececsemmcsescesessse Io 


The Fund has more ultimate control over exchange restric- 
tions than the GATT Organization has over quantitative re- 
strictions. 


Unified Control by the Fund ... 


Some considerations favor giving to the Fund the control 
over trade restrictions for balance-of-payments reasons. The 
Fund now has basic authority to require the removal or to 
prevent the imposition of exchange restrictions. It might be 
given the same authority over trade restrictions for balance- 
of-payments reasons, 


POOP 80 00s PORES SS He OOOSED HOS SOS ETE ESTE ESOS TOEBORE HES OOOESS 53 
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Joint Control by GATT and the Frrnd cscs ssseseeeeeee 4 


However, trade restrictions have special technical and com- 
mercial policy aspects which lie outside the competence of the 
Fund, and consequently joint control of balance-of-payments 
restrictions by GATT and the Fund would be appropriate. 
The joint control should consist of power to over-rule, which 
the Fund now has in its own field, rather than the present 
limited power of GATT merely to recommend. 


Exception for Economic Development 2....1...sscsscosnssonsensennssee DO 
GATT also contains an exception to the rule against quanti- 
tative restrictions whereby, under safeguards, such restrictions 
may be imposed to promote economic development. The ex- 
ception has been little used but pressures may develop for 
modification of the present provisions of GATT to give more 
latitude. 


i | 


In condemning quantitative restrictions GATT has estab- 
lished international agreement on a highly important principle. 
It has made progress in giving practical effect to it. 


IV. ORGANIZATIONAL FUNCTIONS 
OF GATT 
The Organization has three main functions: interpreting the rules 
of GATT; applying them in varying circumstances; and waiving 
them when necessary. 


SUOGUEEIED FP OINIIIIID csinianieneneicnimeenpiiaismineneepanmnntimeennette 


In cases of disputed interpretations of GATT provisions the 
Organization can make recommendations or give rulings. 


Authorization of Compensatory Measures .ccc:ccsssemeeseennmOd 
If one of the parties to a dispute fails to conform to the 
Organization’s findings the Organization may allow injured 
parties to apply counter-measures, but only such counter- 
measures as will compensate for the injury. The control over 
counter-measures is a check on the development of trade wars. 


Application of Rules in Varying Circumstances .2...:secs.cssnseennO4 


In dealing with some matters it is impossible to draw up 
provisions that would cover all the future variations in cir- 
cumstances that might have a bearing on the obligations of the 
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parties. The GATT lays down general rules in such cases and 
leaves to the Organization the responsibility for applying 
them as circumstances arise. 


The Waiver Function ~........... ee 


The granting of waiver authority to the Organization is 
necessary because situations develop which cannot be foreseen 
at the time commitments are made and which render such com- 
mitments difficult or impossible to apply. This authority has 
been exercised in a case of considerable importance to the 
United States. 





Recommendations of the President’s Commission on 
Foreign Economic Policy. -2nscsssssseossnssessesennenseses 


The Commission’s recommendations would have the undesir- 
able effect of curtailing the Organization’s authority in all the 
above matters. 


66 








Effect on the Functioning of the Organization 1.0 OT 
If followed, these recommendations would seriously weaken 
GATT as an instrument for settling trade disputes, and impair 
or destroy its capacity to meet situations in which adaptability 
is essential. 


Effect on Substantive Commitments .occccccccscssccscesccccesscssscsocccsssvmmesessense OO 


Without the protection of an impartial body to administer 
trade commitments there is serious question whether govern- 


ments would be willing to accept commitments as wide in 
scope as those in GATT. 


V. ISSUES RAISED BY GATT 


Much of the discussion of GATT relates to its detailed legal and 
economic aspects. Before considering these matters, however, men- 
tion should be made of certain broad purposes of GATT which it is 
not believed will be widely challenged. 


Prevention Of Trade Warfare .cccccccccccccsmcusossssscssseeeseessmes citiint el 


There is a striking contrast between the commercial poli- 
cies throughout the world following World War II as com- 
pared with World War I. If GATT should be terminated and 
if no other provision were made to hold protectionist forces 
in check the general situation in international commercial re- 
lations might become similar to that following World War I. 
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GATT’s Relation to National Security esc encnneeneeneoes 73 


Trade cooperation among the nations of the free world is 
essential to their strength and unity. GATT is the main instru- 
ment for such cooperation. 


Legal and Ecomomic [sotses 2...n:cecccccsvscssessnsseecscesesseeerssesseresnssereesssessoen | 


There has been opposition to GATT in this country on legal 
and economic grounds. 


Legal Issues ........... Sesteldapatiies eqepeniesrnnedendmnnnids 


The legal issues grow out of the fact that GATT is an execu- 
tive agreement negotiated by the President with the prior 
authority of Congress in the Trade Agreements Act. 


Constitutionality of the Trade Agreements Act 


Legal precedents support the constitutionality of the Trade 
Agreements Act and since 1934 Congress has nine times acted 
in accordance with this view. 


Validity of a Multilateral Agreement .....ccesssccssscscssssssenssemseeeenseee 


The view has been expressed that the Trade Agreements 
Act does not authorize a multilateral] agreement such as 
GATT. But nothing in the Act or in its legislative history has 
been found to indicate that Congress intended to preclude the 
negotiation of a multilateral agreement such as GATT. 


The “Redelegation” of Authority 0. -ccsscsssssneonnsssnssssnssensee nd 


It has been argued that agreement by the President to allow 
the GATT Organization to make authoritative decisions consti- 
tutes an invalid “redelegation” of his statutory authority to an 
international body. The President’s authority for agreeing to 
the GATT’s powers stems from the Trade Agreements Act and 
from his powers under the Constitution to conduct the foreign 
relations of the United States. The present decision to submit 
the Organizational provisions to Congress is presumably a 
policy rather than a legal decision. However, the redelegation 
issue will not arise if such powers as may be proposed are 
approved by Congress itself. 


The Underlying Ecomomic [ssure 2c cseneseeeceeeeeereseem 19 
Legal arguments are often the outgrowth of basic convic- 
tions on economic policy, which is the real question underly- 
ing much of the argument concerning GATT. 


18 
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Who Benefits From Increased Imports seesecesssceessssseesensemnnseesem 9 
These include consumer and export interests. 


Who Objects to Increased Trmports .enaacsesessocsseevssssesssseeesseeernsesesen 80 


Producers who have difficulty in meeting the competition 
of foreign goods in this market feel they are hurt by tariff 
reductions and by the necessity for readjustment that may 
result. 


Seriousness of the Adjustment Problem 2. ecssscssssccsenssesnes 81 


Best available evidence is that the seriousness of the adjust- 
ment problem has been exaggerated. However, adjustment prob- 
lems will not be avoided by shutting out imports since such 
difficulties would merely be shifted to our export industries. 


The Administration’s Position on Trade Policy 0... 


“For our own economic growth we must have continuously 
expanding world markets; for our security we require that our 
allies become economically strong. Expanding trade is the 
only adequate solution for these two pressing problems con- 
fronting our country.” 


SUMMARY OF THE PROVISIONS OF THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE .......W0...... 92 
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I 
GENERAL CHARACTER OF THE GATT 


At Geneva in 1947 the United States and twenty-two other 
countries concluded an agreement known as the General 
Agreement on Tariffs and Trade, commonly referred to as 
GATT.’ Since that time twelve new parties have been added. 
The GATT is the most comprehensive undertaking that gov- 
ernments have ever entered into for the reduction of barriers 
to world trade. 

The GATT Agreement consists of (1) schedules of tariff 
commitments, one schedule for each of the contracting parties ;* 
(2) a set of common rules of trade; and (3) an organization 
to sponsor negotiations, settle disputes and to administer the 
agreement. 


Tariff Schedules 


Each schedule consists of a long list of products and the 
various tariff rates applicable to them. Each party to the 
GATT commits itself not to increase its tariff above the rate spe- 
cified for each product listed in its schedule. These commit- 
ments which each party makes to all the others are known as 
“concessions.”* The rate of duty specified in a schedule may 
be the rate which was in force when the agreement was ne- 
gotiated, in which case the concession amounts to a “binding” 
of the tariff against future increase. In other cases the rate of 
duty specified in a schedule may be less than the rate applied 
prior to the agreement. Such a concession represents a tariff 
reduction rather than a binding. However, the binding of a 
low tariff, or of duty-free treatment, may be as valuable a con- 

Footnotes for this section begin on page 18 
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cession as a reduction in the tariff, since traders can count on 
a continuance of the favorable treatment already enjoyed and 


make plans for expanding their business with more assurance 
and safety. 


Rules of Trade 


Tariff concessions by themselves, however, may prove to be 
of little benefit to trade if countries are left free to nullify them 
by the use of other devices. Consequently, the governments 
represented at Geneva in 1947 also agreed upon a set of rules 
which are called the “General Provisions” of the GATT. These 
provisions lay down rules of commercial behavior relating to 
the application of governmental trade regulations of all kinds, 
including quantitative restrictions, state trading, internal excise 
taxes, etc. These provisions are designed (1) to protect the 
value of the tariff concessions; (2) to bring about a relaxation 
of non-tariff trade restrictions and controls; and (3) to assure 
the greatest possible observance of the principle of non-discrim- 
ination in trade matters. 


An International Organization 


As an organizational entity GATT consists of the contracting 
parties acting jointly. When so acting as an organization they 
are designated by capital letters. In other words, the indivi- 
dual contracting parties to the agreement become the CON- 
TRACTING PARTIES. The Organization also has a small but 
effective secretariat. So that when GATT is referred to as an 
organization, it means only the parties acting together on ques- 
tions of common concern, and a small secretariat. The principal 
function of the Organization is to settle disputes, a function 
which it has effectively exercised in many cases. 


Importance of GATT 


Following the Geneva Agreement, additional negotiations 
were conducted at Annecy, France in 1949 and at Torquay, 
England in 1951 which brought more governments into GATT 


16 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1349 


and increased the number of products on which the original 
contracting parties reduced or bound rates. There are now thir- 
ty-four parties‘ and one provisional party (Japan) to the 
GATT®, including all of the commercially important nations 
of the free world. These countries, on the basis of 1953 trade 
figures, jointly account for over 75 percent of world trade.° 
The three rounds of tariff negotiations between the parties have 
resulted in the reduction or binding of the tariff on some 58,000 
tariff rates," affecting well over half of the total trade of the 
world.® 

The advantages of a multilateral approach, such as GATT, 
lie largely in the fact that each country finds it easier to make 
commitments whereby foreign goods are more freely admitted 
to its own market, if a large number of countries are simultane- 
ously making similar commitments for the benefit of its exports. 
The bilateral approach, on the other hand, results in sporadic, 
piecemeal agreements which give much less promise of reducing 
barriers to trade generally. 


United States Interest in GATT 


The United States played a prominent role in the creation of 
GATT. Its importance to us is suggested by the fact that other 
countries in the aggregate have made more than 50,000 tariff 
concessions, a substantial part of which are of important export 
interest to the United States. On the import side of the picture, 
about 80 percent of the United States import trade is covered 
by rates of duty bound under GATT.’ 

Moreover, the general provisions relate to all commerce be- 
tween the contracting parties, not just to products on which 
tariff rates have been reduced or bound. These provisions, 
therefore, affect our total imports from other parties to the 
agreement and our total exports to them. In the first nine months 
of 1954, our exports and imports to and from the other GATT 
countries accounted for more than two-thirds of our total for- 
eign trade.” The Agreement has had an important stabilizing 
effect on our trade relations with most of the world. 
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GATT is a comprehensive agreement, covering in some detail 
virtually every subject that may be a source of trouble or dis- 
pute in the field of commercial relations. The following sections 
deal with the main features of the Agreement. A summary of all 
the provisions of GATT may be found at the end of this study. 





FOOTNOTES 


1. The GATT agreement was negotiated during the preparatory meetings which 
led to the Havana Charter for an International Trade Organization (ITO). 
While the ITO Charter was being drafted, the governments which formed 
the preparatory committee for the ITO agreed to sponsor multilateral 
negotiations for lowering tariffs and reducing other impediments to trade. 
The ITO covered a number of fields such as employment, restrictive business 
practices, and intergovernmental commodity agreements, and would have 
created an elaborate international organization. The GATT resulted from 
draft proposals relating only to tariff and trade restrictions and related mat- 
ters incorporated in the ITO Charter as Chapter IV. The results of the CATT 
negotiation were to be accepted provisionally and superseded by the ITO 
when it came into force. At the end of 1950, it became apparent that the 
ITO Charter was not going to be made effective. Thus, the GATT was from 
the beginning limited in scope and provisional in nature. With the failure 
of the ITO, it became the sole instrument which laid down rules of conduct 
for trade on a world-wide basis. 


2. There were actually only twenty schedules while there were twenty-three con- 
tracting parties. The disparity is due to the fact that two groups of countries 


(Netherlands-Belgium and Luxemburg; and Syria-Lebanon) had joint sched- 
ules. 


3. It is recognized that the use of the term “concessions” to refer to the tariff 
reductions and bindings is misleading. It implies that when a country reduces 
or binds a tariff rate it is making a sacrifice in order to obtain benefits for 
exporters. Since the term is in common use, it is used here without, however, 
accepting the connotation that it means giving up something of value or 
making a sacrifice. 


4. The countries now contracting parties to the GATT are: Australia, Austria, 
Belgium, Brazil, Burma, Canada, Ceylon, Chile, Cuba, Czechoslovakia, Den- 
mark, Dominican Republic, Finland, France, Federal Republic of Germany, 
Greece, Haiti, India, Indonesia, Italy, Luxemburg, The Netherlands, New Zeal- 
and, Nicaragua, Norway, Pakistan, Peru, Federation of Rhodesia and Nyasa- 
land, Sweden, Turkey, Union of South Africa, United Kingdom, United States 
of America and Uruguay. 


5. Japan was accepted as a provisional member of the GATT by a decision of 
the CONTRACTING PARTIES on October 23, 1953. Japan had been trying 
since mid-1952 to accede to the GATT. Her first application for admittance 
was rejected in a postal ballot by three negative votes (Britain, Australia, and 
New Zealand). Her second application was referred for study to an inter- 
sessional committee. This committee noted that the Japanese government was 
granting most-favored-nation treatment to all contracting parties, whether or 
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not they accorded the same treatment to Japan, and the concensus of the 
committee was that Japan should take her rightful place in the trading com- 
munity as a full member of GATT. The committee pointed out, however, 
that entry into tariff negotiations with the contracting parties was the normal 
requirement for accession to the GATT by an outside country, and that since 
it was impossible to tell when the next general round of tariff negotiations 
was going to be held, it (the committee) made no specific recommendations 
concerning the timing of accession by Japan. 

The fact that there were no tariff negotiations scheduled was the impasse 
which Japan faced in the fall of 1953 as the GATT met to consider once 
again her application. Japan proposed that pending a general round of nego- 
tiations she be permitted to participate provisionally in the GATT with all 
the rights and obligations of a contracting party. The solution adopted was 
for those governments which were ready to do so to subscribe to a declara- 
tion that their commercial relations with Japan would be regulated on the 
basis of the GATT. In addition, Japan was invited to participate without 
voting rights in all the GATT sessions and committees. 

Twenty of the contracting parties (including the United States but not the 
United Kingdom or most of the Commonwealth countries) have agreed, pur- 
suant to the declaration, to base their commercial relations with Japan on 


GATT. 
This provisional arrangement will continue either until a general round of 
tariff negotiations enables Japan to gain full accession or until June 30, 
1955. Japan on her part agreed to bind about 90 percent of the items on the 
Japanese customs schedule. These concessions cover products which in 1952 
accounted for 85 percent of the total import trade of Japan. Japan enjoys 
the same rights, and has the same obligations, vis-a-vis the countries that 
have accepted the declaration as if she were a full contracting party. 
International Trade, 1953, The Contracting Parties to the GATT, 
Geneva, June, 1954, pp. 122-123. 
Press Releases, GATT/129, 9/53; /130, 9/53; /131, 9/53; /132, 9/53; 
/144, 10/53; /153, 1/54; /157, 1/54. 
. The export and import trade figures used in determining these percentages 
are from International Financial Statistics, International Monetary Fund, 
September, 1954, Vol. VII, No. 9, pp. 28-31. 
. GATT Secretariat, “The GATT, What It Is and What It Has Done,” Geneva, 
February, 1954, p. 3. 
. Department of State, “Analysis of GATT,” Publication 2983, Commercial 
Policy Series 109, November, 1947, p. 1. This publication states that sub- 
stantially one-half of total world imports were affected by the tariff conces- 
sions at Geneva. The subsequent addition of eleven contracting parties at 
the Annecy and Torquay negotiations would bring this percentage of world 
imports affected by GATT concessions to well over one-half of the total trade 
of the world. 


. GATT Secretariat, “The GATT, What It Is and What It Has Done,” Geneva, 
February, 1954, p. 7. 


. This percentage should actually be higher but it is impossible to obtain the 

correct percentage because military aid exports of almost $2 billion are not 

sufficiently broken down by destination to be included in this calculation. 
Foreign Commerce Weekly, December 27, 1954 Vol. 52, No. 26, pp. 23-26. 
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i 
TARIFF COMMITMENTS 


GATT is the most comprehensive and important trade agree- 
ment ever concluded. It also represents a significant change in 
the method of attacking the trade barrier problem. Prior to 
GATT the method employed, most notably by the United States, 
was the bilateral rather than the multilateral approach. Up to 
1947 we had concluded, under the authority of the Trade Agree- 
ments Act of 1934 as amended, agreements with twenty-nine 
countries.’ Each of these agreements was conclued separately 
with the country concerned. 

The GATT approach has definite and important advantages 
over the bilateral approach. One advantage is that it gives each 
of the contracting parties more concessions for the benefit of its 
exports than would separate bilateral agreements with each of 
the other contracting parties. In consequence, it is a more ef- 
fective means of promoting trade on a world-wide scale. An- 
other advantage is that it gives greater assurance against the 
withdrawal or modification of such concessions. 


Limitations of the Bilateral Approach 


The United States and most other countries are committed to 
the policy of non-discrimination under the so-called most-favor- 
ed-nation principle. Under this principle, the United States, for 
example, extends the duty reductions made under an agreement 
with one country to the like products of other countries, without 
any specific compensation from the latter. In other words, a re- 
duced tariff rate, even though provided for in an agreement 
with only one foreign country, is nevertheless applied on a non- 

Footnotes for this section begin on page 34 
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discriminatory, uniform basis to imports from all foreign coun- 
tries. We follow this policy in the expectation that other coun- 
tries will likewise extend to us the benefit of any duty reduc- 
tions negotiated among themselves. This is sound policy under 
any conditions,” but it is more productive of positive benefits 
when other countries are also negotiating agreements resulting 
in the extension of concessions under the most-favored-nation 
principle. If few such negotiations are taking place, there will 
be few concessions extended to us. 


Moreover, there will be many products on which concessions, 
if not obtained indirectly under the most-favored-nation clause, 
cannot be obtained at all. This is so for the following reasons. 

Under a bilateral agreement each party, in selecting the 
products on which it will make tariff reductions to the other 
party, must keep in mind the possibility of subsequent trade- 
agreement negotiations with other countries. It must keep this 
in mind because it will normally be committed by treaty to 
grant most-favored-nation treatment to other countries, or be 
following a most-favored-nation policy irrespective of treaty 
commitment. To illustrate: assume that Canada will extend to 
other countries the benefit of any tariff reductions made in a 
trade agreement with the United States. Canada would not, in 
this circumstance, usually make tariff reductions in an agree- 
ment with the United States on a product of which some other 
country is a more important source of imports into Canada. To 
do so would clearly weaken Canada’s bargaining position in 
later negotiations with that other country because the latter 
would already have obtained the benefit of the concession under 
the most-favored-nation clause. This method of limiting the 
product coverage of bilateral agreements is the so-called chief 
source rule or guide commonly followed in connection with 
trade negotiations. 


To take a concrete example from an actual agreement, 
Canada, in its trade agreement with the United States effective 
January 1, 1939, made no concession on certain types of plate 
glass, even though the United States has a substantial export in- 
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terest in this product. The chief source of Canadian imports 
of this product was what is now known as Benelux (Belgium- 
Netherlands-Luxemburg Customs Union). If a concession had 
been made on such plate glass to the United States, the conces- 
sion would presumably have been generalized to the Benelux 
countries. Canada would thereby have weakened its position in 
any negotiations that might subsequently be undertaken with 
the Benelux countries, since it would have already given under 
the most-favored-nation principle a concession for which these 
countries might have been expected to pay in the form of duty 
reductions, bindings or other concessions of benefit to Canadian 
exports. 

Under the bilateral agreement approach of the thirties our 
chance of a duty reduction on plate glass would depend on 
whether Canada and the Benelux countries subsequently nego- 
tiated an agreement and made a concession on that product; 
in which case United States exporters would get the benefit of 
it under the most-favored-nation clause in our agreement with 
Canada. 

We had an interest in such negotiations between other coun- 
tries not only for the specific concessions we would pick up in 
this way but also because of the broader and perhaps more im- 
portant though less tangible reason that such negotiations would 
promote trade and production abroad and our trade would 
benefit from the increased buying power so generated. 


We, therefore, did what we could to encourage negotiations 
between other countries. 


But under the bilateral approach there was no mechanism 
for insuring that such negotiations between foreign countries 
would, in fact, take place on the desired scale, or would include 
concessions on products of export importance to us but on 
which, for reasons above indicated, we could not ordinarily 
negotiate concessions for ourselves. Nor was there much reason 
to count on such negotiations between other countries on an ex- 
tensive scale since no country had a comprehensive trade agree- 
ments program such as ours. 
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The GATT Approach 


A multilateral approach such as GATT was required to 
meet this need. When the GATT negotiations were initiated, the 
United States insisted that negotiations be undertaken by other 
countries among themselves as well as with us. The essence of 
the negotiating process was that the participating countries 
would convene for the purpose of negotiating tariff concessions 
with each other. Each participating country would carry on sep- 
arate negotiations with each of the others, much as if it were 
negotiating a series of bilateral agreements. When each country 
had completed this series of bilateral negotiations its conces- 
sions to each of the other parties would be merged in a single 
schedule. This schedule would represent its combined commit- 
ments to all the other parties. This process has been carried 
out substantially as planned* and GATT with its comprehensive 
schedules of tariff concessions is the result. The United States 
schedule of tariff commitments, for example, is the combined 
result of numerous bilateral negotiations carried on at meetings 
of the parties. Each other party to GATT also has a schedule 
of tariff commitments built up by a similar process. 

It is important to note that in respect to any particular 
rate reduction or binding in a country’s schedule of tariff com- 
mitments, that country is bound to all the other parties, each 
of whom receives the concession as a direct and independent 
right, without regard to which of the parties negotiated that 
particular concession. 


More Tariff Concessions 


We thus obtained not only concessions by direct negotiations 
with other countries on products of which we were the chief 
source of their imports, respectively, but we also obtained the 
concessions they negotiated with each other, which we could not 
have obtained otherwise on such an extensive scale. The plate 
glass concession referred to above is an illustration in point. 
In GATT, Canada made a concession on certain types of plate 
glass to Benelux, the reduction being from 30 percent to 25 
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percent ad valorem, which was generalized to us. United States 
exports of plate glass to Canada which benefited from this re- 
duction amounted in 1947 to $409,000. 

The value of GATT to the United States (and it had similar 
value for each of the other participating countries) is shown by 
the fact that the United States as the chief or an important 
supplier, was able directly to negotiate concessions with each 
of the other parties benefiting in the aggregate some 43 
percent of United States exports, which amounted in 1953 
to an estimated $6.7 billion. On the products of which we were 
not the chief or an important supplier (such as plate glass) and 
hence ordinarily could not ourselves negotiate concessions, we 
got concessions from negotiations between other countries affect- 
ing about 8 percent of our exports, amounting on the basis 
of 1953 figures to $1.3 billion.‘ 


Stability of Tariff Commitmenés 


A second advantage of a multilateral approach such as 
GATT is that it gives greater assurance against the withdrawal 
or modification of the tariff concessions obtained than is af- 
forded by a network of bilateral agreements. 


Assurance against adverse tariff changes is important to the 
expansion of trade. The development of a foreign market for a 
product often requires very considerable investment and risks. 
Uncertainty whether favorable trading conditions will be main- 
tained will deter such investment and hence hinder the growth 
of international trade. 


Apart, therefore, from the effect of international agreements 
upon the absolute height of trade barriers, their contribution 
to stability is important. Under bilateral agreements of the kind 
concluded by the United States after 1934 some stability was 
provided by the fact that a duty established by either party 
could be increased only by arrangement with the other party. 
A multilateral agreement like GATT provides much greater 
stability because agreed rates can be increased only by arrange- 
ment with a number of countries. 
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Under GATT, a country seeking to withdraw a tariff conces- 
sion must have the consent not only of the party with which it 
originally negotiated the concession but also the consent of all 
the other parties. Under the pre-GATT bilateral approach, the 
United States, for example, received, through the most-favored- 
nation principle, the benefit of concessions negotiated between 
other countries, but did so only as long as the other countries 
maintained their agreements. Thus, the continued enjoyment 
of such concessions depended on decisions reached between 
other countries over which the United States had no control. 
Under GATT, however, each party is entitled to receive as a 
direct right all concessions negotiated between other countries; 
in addition to those concessions which it has itself directly nego- 
tiated. In other words, the right to concessions negotiated be- 
tween two other GATT countries cannot be taken away during 
the life of the agreement, even if these two foreign countries 
later were prepared to make a change. The effect is, of course, 
to assure that once tariffs are reduced under GATT, they cannot 
be raised again as easily as they could have been under bi- 
lateral agreements. The degree of stability enjoyed by foreign 
traders is, therefore, much greater. 


Avoidance of Undue Rigidity 


These requirements might, however, have made the agree- 
ment unduly rigid if procedures had not been worked out to 
facilitate negotiated changes in rates. If each party desiring to 
renegotiate a rate had to carry on detailed negotiations with 
each of the thirty-three other parties, including those which 
have little or no direct interest in the product concerned, the 
procedure would be exceedingly cumbersome. Desirable sta- 
bility might be carried to the point of undesirable rigidity. 
Accordingly, under the procedure that has been worked out, the 
United States, for example, if it wished to renegotiate a particu- 
lar concession, would inform the organization that it intends 
to contact the party with which the concession was originally 
negotiated and also other parties having a substantial interest 
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as exporters of the product concerned. If a satisfactory adjust- 
ment can be worked out with these countries, the organization 
is so advised and it in turn advises all the parties to the GATT. 
If no party objects within a specified time, the change can be 
made. Agreement is thus reached by “negative unanimity.” ° 
This procedure has worked well to prevent undue rigidity. 
Under it, several countries have renegotiated particular conces- 
sions. It should be re-emphasized, however, that under this pro- 
cedure, unlike bilateral agreements, all parties having a sub- 
stantial interest must be satisfied. 

Generally speaking, international traders want tariff conces- 
sions to be stable while domestic producers concerned about 
foreign competition want flexibility so that tariffs can be raised. 
If on the one hand commitments could not be modified, govern- 
ments would be more reluctant to make substantial concessions. 
On the other hand, if an agreement is highly flexible, more and 
better concessions may result, but the stability desired by trad- 
ers will be impaired. In GATT stability has, to some extent, 
been sacrificed by the inclusion of the escape clause in Article 
XIX and the deconsolidation provisions in Article XXVIII. 


The Escape Clause 


Article XIX of GATT is entitled “Emergency Action on Im- 
ports of Particular Products.” This clause, as interpreted, has 
created a feeling of instability. The word “emergency” de- 
scribes in a single word the purpose the Article was originally 
intended to serve. In practice, however, it is called the escape 
clause, a term which probably more accurately describes the 
use actually made of it. The latter term will hereafter be used 
in referring to these provisions. 

The escape clause allows a contracting party to suspend, 
withdraw, or modify an obligation in whole or in part when 
any product is being imported into its territory “in such in- 
creased quantities and under such conditions as to cause or 
threaten serious injury to domestic producers in that territory 
of like or directly competing products.” * The party invoking 
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Article XIX cannot, however, simply make a finding and take 
independent action forthwith. Other countries whose trade bene 
fited by the original concession and whose own concessions have 
in part been made in payment for those benefits, naturally have 
rights that must be taken into account. Accordingly, the article 
provides that the other parties having a substantial interest as 
exporters of the product must be consulted regarding the 
proposed action. This must be done in advance except in “criti- 
cal circumstances.” Nevertheless, even in the face of opposition 
by the other parties, the concession may be withdrawn or modi- 
fied by the party invoking the escape clause, but in that case 
the other parties have the right to make “compensatory adjust- 
ments” in their concessions.” 


Origin of the Escape Clause 


The prototype of the escape clause adopted by GATT was 
incorporated by the United States in a bilateral trade agreement 
with Mexico in 1942.° This was done by decision of the Execu- 
tive Branch of the Government. During the 1945 renewal of the 
Trade Agreements Act, the administration stated expressly that 
it would include an escape clause in all future agreements, but 
made no announcement of procedures for its implementation.” 
Complaints of injury, consequently, were handled along with all 
other trade agreements matters by the Interdepartmental Trade 
Agreements Committee. In 1947. there was a growing sentiment 
in Congress for curtailing the President’s authority under the 
Trade Agreements Act.’® At the insistence of members of Con- 
gress the Administration agreed to issue an Executive Order 
covering the escape clause.” This order not only provided for 
the inclusion of escape provisions in all future trade agreements, 
but also for the first time set out formal procedures for investi- 
gation of injury, and designated the Tariff Commission as the 
agency for conducting the investigations. The Tariff Commission 
was to recommend action to the President “. . . for his consid- 
eration in the light of the public interest.” 


Pursuant to this policy established and formalized by Exec- 
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In 1951, the Congress in the Trade Agreements Extension 
Act made mandatory the inclusion of an escape clause in all 
future trade agreements and the addition of such a clause to all 
existing agreements “as soon as practicable.” ** 


Purpose of the Escape Clause 

utive Order, an escape clause was included in GATT and in 
1950 an escape clause was inserted in an earlier bilateral Trade 
Agreement with Switzerland.” 


fears of protected interests by giving the appearance of security 

The purpose and function of the escape clause has become 
somewhat obscured by the divergent views that have arisen in 
connection with its application. It has been argued that the 
clause is, to a large extent, mere window dressing to allay the 
against devastating foreign competition; but that in reality it 
gives little basis for such assurance. In support of this claim, 
it is pointed out that this clause has been embodied in our trade 
agreements since 1948; that since then thousands of tariff 
concessions have been made; that more than fifty requests 
for relief have been presented; and that in only five cases has 
relief been forthcoming.”® 

On the other hand, it is pointed out that frequent use of the 
clause would be evidence of its misuse since it is designed to 
be used only in cases of an emergency character, and rare resort 
to it is therefore proper and to be expected. It is, moreover, 
designed to be used only when necessary to prevent “serious 
injury:” not to relieve protected producers of the necessity of 
self-help in improving their efficiency or adapting their produc- 
tion to avoid the heaviest impact of foreign competition. 


Use of the Escape Clause 


Actually the escape clause has been used sparingly. There 
has been no instance of resort to the escape clause in GATT by 
any country other than the United States. The United States 
has acted under the clause five times, of which four were under 
the escape clause in GATT and one (watches) under the escape 
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cause in the bilateral agreement with Switzerland. Altogether 
in the United States, fifty-six applications for relief under the 
escape clause were filed between 1947 and August, 1954. The 
Tariff Commission, which is charged only with determination 
of injury, has recommended relief in sixteen cases’® and the 
President, who takes all factors into account in considering the 
recommendations, has acted on five of these. Of the fifty-six 
applications for relief since 1947, thirty-five have been filed 
since the enactment of the Trade Agreements Extension Act of 
1951. Since the new administration came into power in 1953, 
the Tariff Commission has made eleven recommendations for 
tariff increases or imposition of quotas and the President has 
acted in accordance with two of these.”’ 


Fear of Misuse of Escape Clause 


The clause has, nevertheless, been a source of apprehension 
to foreign traders, particularly to those abroad; apprehension 
that may seem disproportionate to the actual use that has been 
made of it. However, exporters in other countries feel that the 
effort and expense of developing the United States market may 
be lost through escape clause action; that their very success in 
developing their trade with this country may be their undoing 
since the wages of success may be exclusion. The source of 
these fears cannot be the number of times the clause has been 
invoked, since, as indicated above, resort to it has been limited. 
The fear that exists must, therefore, be due to the circumstances 
in which the clause has been invoked, to fear of the future in 
the light of the persistent demands of protected interests, and 
to the tendency shown by some members of the Tariff Com- 
mission to give a very elastic meaning to the term “serious 
injury.” 

The number of applications to the Tariff Commission for 
relief under the escape clause has, in fact, been increasing and 
the number of Tariff Commission investigations has risen cor- 
respondingly. The Commission issued only one report in 
1949, one in 1950, two in 1951. In 1952, however, the number 


29 





1362 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


rose to eleven and the same number of reports was issued in 
1953. In addition, there has been a number of reapplications 
for escape action and two industries have recently requested an 
investigation for the third time.’* More important than this, 
however, is the psychological effect of one recent action, name- 
ly, the increase in the duties on watches. In this case, serious 
doubts had previously been raised as to the applicability of the 
escape clause and a request for relief had been rejected by the 
President. A persistent industry, however, continued to press 
for action, and its persistence finally won a favorable decision. 

The present escape clause has come to be regarded here and 
abroad as a source of serious instability. Some advocate elim- 
inating it completely. This, however, would deprive the parties 
to GATT of the flexibility needed to meet real emergency situa- 
tions. An alternative would be to retain the clause but redraft 
it so as to insure that it will serve only its emergency purpose.” 


Tariff Deconsolidation 


The escape clause provisions of GATT are an important 
element of instability in that agreement. The “deconsolidation” 
provisions (Article XXVIII) are also a potential source of 
instability. 

A “consolidated” rate is one that is bound by international 
agreement against increase. Consolidated rates represent com- 
mitments made pursuant to international negotiations in which 
a given country, in return for similar commitments by other 
countries, agrees not to increase unilaterally specified rates of 
duty. These rates may represent a binding of a rate in force 
when negotiations were undertaken, or a newly reduced rate. 
In either case the rates specified are “consolidated” rates. 
Deconsolidation means that the country concerned gets back its 


freedom to impose whatever rates it chooses on the products 
affected. 


The provisions of Article XXVIII of GATT appear to en- 
visage as a normal procedure periodic negotiations for the 
revision of the tariff schedules. During a deconsolidation and 
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renegotiation period such as is now provided for, any party 
desiring to increase the rate on any product on which it has 
made a commitment would be free to do so provided it first 
sought to get agreement to this end by the party with which the 
concession was negotiated and after consultation with other 
parties having a substantial interest. But during such a period 
it could take the desired action even if foreign assent were not 
forthcoming. The Article originally set January 1, 1951, as the 
deconsolidation date. The date has been twice postponed and 
is now set for July 1, 1955. 

Article XXVIII tends to create an undesirable sense of 
instability among traders whose business might be adversely af- 
fected or even ruined by tariff increases. Any wholesale renego- 
tiation of tariff rates is disturbing enough. But it is likely to 
be particularly so when governments enter such negotiations 
with all their rates subject to change by unilateral action if 
the negotiations should fail. Moreover, most of the traders of 
the world are placed in this position of uncertainty since every 
one of more than 58,000 rates covered by GATT affecting in 
the aggregate well over half of the total trade of the world 
is potentially subject to increase on each deconsolidation date. 

On behalf of the deconsolidation provisions it may be said 
that a country will make more and larger concessions if its 
hands are not tied for too long a time and if it will have a 
chance to review its commitments in the light of their effect on 
particular industries and on the national economy, and to give 
effect by its own decision to any conclusions reached. More- 
over, the mere fact that a legal right to change a rate exists even 
if agreement by the other parties cannot be obtained, does not 
mean that this right will be exercised on any extensive scale. 
Each party to GATT has an important vested interest in the 
concessions made by the numerous other parties. If it exercises 
its right to increase its own rates it will have to face the pros- 
pect of increases by the other parties to the detriment of its 
trade with them. The terms of Article XXVIII also should 


exercise a restraining effect on extensive resort to unilateral 
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action since the parties have undertaken in this article to “en- 
deavor to maintain a general level of reciprocal and mutually 
advantageous concessions not less favorable to trade than that 
provided for in the present agreement.” All that is contem- 
plated, therefore, are upward adjustments of rates on particu- 
lar products, perhaps with “compensatory adjustment with re- 
spect to other products.” 

Nevertheless, the question arises whether creating such peri- 
ods of wholesale uncertainty is necessary. The escape clause 
(Article XIX) permits action to meet emergencies; and, for 
other changes, simple and effective procedures for changes in 
particular rates are available when needed and have been 
used.” 


Tariff Preferences 


Preferential tariff arrangements, under which certain coun- 
tries give each other preferred treatment over non-participating 
countries, constitute an impairment of the principle of non-dis- 
crimination. Producers in non-participating countries thus tend 
to be deprived of the rewards of efhicency, and consumers in 
countries that are parties to preferential arrangements tend 
to be deprived of their freedom to select the best goods avail- 
able at the lowest cost. 


The most extensive system of preferences is that in force 
among the British Commonwealth countries, particularly as aug- 
mented by the Ottawa Agreements of 1932. Other examples 
are the preferences among the various parts of the French 
Union, and those between the United States and Cuba. All of the 
preferential arrangements in existence in 1947 are referred to 
in Article I of GATT and listed in Annexes. The scope and 
effect of the British Commonwealth preferences in particular 
have been such that the United States has long been concerned 
about them. 


In the GATT negotiations some preferences have been elim- 
inated and others reduced. In addition, there is a firm bar to 
any new preferences or any increase in old ones (Article I). 
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GATT has thus prevented an expansion of the preferential sys- 
tems that existed in 1947, and has set a course in the direction 
of their gradual elimination by negotiation. 


Current Tariff Negotiating Problems 


The results of the present tariff negotiating procedure have 
been impressive. However, there has been no general reduction 
of tariff barriers since the Torquay negotiations in 1950. Dur- 
ing the Torquay meetings, it became clear that the present tech- 
nique of reciprocal negotiations was not likely to result in sub- 
stantial reduction of customs barriers in the future because of 
the difficulty encountered by the “low tariff countries.” ** These 
countries, which had previously bound their tariffs at a low 
level during the Geneva and Annecy Conferences, found at 
Torquay that “high tariff” countries were not willing to make 
further reductions in their tariffs merely in return for a rebind- 
ing of a low duty or duty-free treatment. 


In principle, the idea has been widely accepted that the 
binding of low rates of duty by one country in return for the 
reduction of high rates of duty by another, would fully meet 
the requirements of reciprocity. It could, in fact, be argued that 
a country which agrees to continue a policy that is favorable 
to the development of international trade is entitled to more 
credit than one that agrees to moderate a trade policy that is 
unfavorable. 

Experience seems to show, however, that in practice nego- 
tiators tend to put more value on duty reductions than on 
“mere” bindings. Governments might face domestic dissatisfac- 
tion if they exchanged heavy reductions in their own duties, 
even though such duties were extremely high, for a mere main- 
tenance of the status quo by another country, even though the 
status quo might be very favorable indeed. It must be regarded 
as a fact, therefore, reasonable or not, that negotiators tend to 
press for duty reductions even though duty bindings might be 
all that reciprocity would require. This fact explains the discon- 
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tent of low-tariff countries with the present negotiating pro- 
cedure- 


An Alternative Method of Tariff 
Reduction 


Several alte native methods of tariff reductions have been 
examined by the contracting parties of the GATT. Since 1951, 
one scheme, known as the French Plan, has received more at- 
tention than the rest.”* In effect, the French Plan would estab- 
lish a standard average level of tariffs as a basis for downward 
tariff adjustments by each country, the amount of each country’s 
reduction being determined by the actual level of its tariff in 
relation to the standard level. This would mean that a country 
whose tariff level is higher than the standard would reduce its 
tariff on the average by a specified percentage, while a country 
whose tariff level is very low in relation to the standard would 
make no reduction at all. Others would make reductions in the 
average level of their tariffs by amounts varying according to 
the height of their tariffs in relation to the standard level. An 
important feature of the Plan is that only a reduction in the 
average of rates would be required. Each country would be 
free to select the products and determine the amounts of reduc- 
tion which would result in the average reduction under the Plan. 


FOOTNOTES 


1. In 1947 agreements with twenty-seven of the twenty-nine countries were in 
effect. The twenty-seven countries were Argentina, Belgium, Brazil, Canada, 
Colombia, Costa Rica, Cuba, Ecuador, El Salvador, Finland, France, Guate- 
mala, Haiti, Honduras, Iceland, Iran, Luxemburg, Mexico, Netherlands, 
Paraguay, Peru, Sweden, Switzerland, Turkey, United Kingdom, Uruguay, 
and Venezuela. 


The bilateral agreement with Czechoslovakia and the schedules and general 
provisions relating only to the schedules of the Nicaraguan agreement were 
not in effect in 1947, 


Commission on Foreign Economic Policy, Staff Papers, Washington, 
D. C. February, 1954, p. 266. 
These agreements involved the reduction or binding of rates on 68.6 percent 
of our total dutiable imports on the basis of imports in 1939. 
United States Tariff Commission, Operation of the Trade Agreements 
Program, June, 1934-April, 1948, Part III, p. 42. 
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2. The criticism that under the most-favored nation policy we (and other coun- 
tries following the same policy) “give something for nothing” misses a main 
purpose of the policy. When we generalize concessions we are not in fact 
giving something for nothing. What we give to third countries is non-discrim- 
inatory treatment. We get paid in kind. If, for example, the United States 
reduced a duty on a woolen fabric in an agreement with the United Kingdom 
and refused to apply the reduced duty to the like product of France, we 
might regard our action as a denial of a benefit to the French, which the 
British had bought and paid for by concessions to us. But the French will 
not regard it in this light. They will see it as taking part of our market away 
from them and handling it over to their British competitors. We might say 
we have merely denied them a benefit. They will see it as a positive injury 
to their trade. The French reaction would probably take the same form as 
ours once took when we found ourselves in a similar position. In 1927 France 
and Germany concluded a trade agreement involving reciprocal tariff reduc- 
tions. France refused to extend its reductions to like products of the United 
States, whereupon we objected to this injury to our trade and threatened 
to impose discriminatory penalty duties under Section 317 of the Tariff Act 
of 1922. In the face of this threat France removed the discrimination against 
us by applying its reduced rates to American goods. 


United States Government Printing Office, Papers Relating to the Foreign 
Relations of the United States, 1927, Vol. Il; Washington, 1942, pp. 
631-703. 


If theoretical arguments for the most-favored-nation policy will not satisfy 
its critics, perhaps practical experience with attempts to deviate from it 
might do so. The practical consequences would be that gains from a trade 
agreement with one country would be offset, or more than offset, by losses 
from penalty duties of other countries or trade wars with them. It is no mere 
theory but hard-headed realism that explains the long adherence of United 
States policy makers of both political parties to the most-favored-nation prin- 
ciple as a basic tenet of United States commercial policy. For further discus- 
sion of the most-favored-nation principle see Staff Papers, pp. 255-261. 
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. For discussion of the negotiating procedure see Seymour Harris, Editor, For- 
eign Economic Policy for the United States, Chapter 13, Winthrop G. Brown, 
“General Agreement on Tariffs and Trade,” Harvard University Press, 1948, 
p. 254. 


. Based on information supplied by the Department of State. 


. The “negative unanimity” procedure has developed in the light of experience 
in the functioning of the GATT. It was found far more practical for a country 
wishing to modify a rate to use this procedure rather than to make separate 
diplomatic representations to each and every party to the GATT. The Organ- 
ization, in connection with this procedure, is assuming the role of a “broker” 
performing the useful service of expediting a proposed change in a particular 
country’s schedule. 


In the unlikely event that a country with no substantial interest should ob- 
ject, it would be necessary to negotiate with that country. Such a country 
would be restrained from unreasonably objecting, however, as it might itself 
later want to negotiate a change and would fear that other countries would 
follow its example. For this reason no difficulties have been encountered with 
the rule of “negative unanimity” in practice. 
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6. The clause in GATT can be invoked only when “unforeseen developments” 
require it. The words “unforeseen developments” in the GATT escape clause 
were omitted in the 1951 Trade Agreements Extension Act. However, the Pres- 
ident said in his “Report to the Congress on Trade Agreement Escape Clauses” 
in January, 1952, that the escape clause in the GATT is “substantially equiv- 
alent” to the legislative provision. His position is supported by the criteria 
developed by the Tariff Commission which has said that the requirement that 
injury be the result of unforeseen developments should be disregarded on the 
grounds that no serious injury could have been foreseen under the procedures 
followed negotiating tariff concessions; if injury had been foreseen, the con- 
cession would not have been made. It was assumed by the Commission that 
all serious injury was a result of unforeseen developments. 


United States Tariff Commission, “Procedure and Criteria with Respect 
to the Administration of the ‘Escape Clause’ in Trade Agreements,” 
February, 1950, printed in Hearings on Trade Agreements Extension 
Act of 1951, Senate, pp. 1321-9. 


7. The party making a ‘compensatory adjustment” must get the prior approval 
of the Organization. The Organization’s control over “compensatory adjust- 
ments” prevents overcompensation which might lead to a trade war. 


8. There had been a variety of special escape clauses designed to hedge against 
specific future risks. This was the first appearance of a general (now known 
as standard) escape clause permitting the modification or withdrawal of con- 
cessions in order to remedy serious injury to a domestic industry from import 
competition. 


9. Hearings on the Extension of the Trade Agreements Act, United States Sen- 
ate, 1945, p. 180. 


10. Early in the 1947 session, a bill known as the Jenkins Resolution was intro- 
duced which would have prevented any further action by the Executive under 
the trade agreements authority until the Tariff Commission completed a spe- 
cial report on the program. This bill received support from Republican mem- 
bers of the House Committee on Ways and Means and at the same time, 
many Republicans in the Senate and the House were urging modification of 
the Trade Agreements Act before its expiration in June, 1948. 

New York Times, January 17, 1947, January 26, 1947, February 7, 1947 
and February 27, 1947. 


1l. The Executive Order #9832 covering escape clause provisions was the result 
of a compromise agreement worked out between Republican Senators Van- 
denberg and Millikin and Under Secretaries of State Clayton and Acheson. 
The Senators desired to avoid an open break on the tariff issue within their 
own party and were also concerned about the effects of an internal tariff 
debate on the leadership of the United States abroad. On its side, the Ad- 
ministration shared the concern about a display of domestic disunity on the 
tariff question and as a possible consequence of such a debate, the post- 
ponement of the Geneva negotiations. 

New York Times, February 5, 1947, article by James Reston. 
Congressional Record, Vol. 93, Part I, February 10, 1947, p. 912. 


12. Executive Order #9832, (February 25, 1947) Code of the Federal Regula- 
tions of the United States, “Prescribing Procedures for the Administration of 
the Reciprocal Trade Agreements Program,” Supplement 1947, pp. 126-128. 
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It was under the escape clause inserted in the Swiss Trade Agreement in 
1950 that the recent action raising the tariff on watches was taken. 


President Truman in his report to the Congress on Trade Agreements Escape 
Clauses (January 20, 1952) summarized the progress made pursuant to this 
provision of Section 6b of the Trade Agreements Extension Act of 1951, as 
follows: “A review of the existing trade agreements in the light of the policy 
expressed in subsection (b) of Section 6 and its legislative history shows 
that all except six are in conformity with this policy. One of these six agree- 
ments is in the process of being terminated and another is under renegotiation 
which is likely to include escape clause provisions. Subcommittees of the 
Interdepartmental Committee on Trade Agreements have been directed to 
recommend to that Committee, at an early date, proposals with regard to 
the remaining four of these agreements.” 


. The five cases in which the President has acted on the recommendation of 


the Tariff Commission in favor of escape action are: 


Women’s fur felt hats and hat bodies (Oct. 30, 1950), President Truman; 

Hatters’ fur (Jan. 5, 1952), President Truman; 

Dried figs (Aug. 16, 1952), President Truman; 

Alsike clover seed (Jan. 30, 1954), President Eisenhower; 

Watches, movements and parts (second investigation-July 27, 1954), 
President Eisenhower. 


. The Tariff Commission has sent sixteen reports to the President favoring es- 


cape action, thirteen cases by a unanimous or majority vote and three cases 
in which the vote was evenly divided. These reports were: 


Women’s fur felt hats and hat bodies (Sept. 25, 1950), unanimous; 
Hatters’ fur (Nov. 9, 1951), unanimous; 

Garlic (June 6, 1952), 42; 

Watches, movements, and parts (lst investigation—June 14, 1952, 4-2; 
Dried figs (July 24, 1952), unanimous; 

Tobacco pipes and bowls (Dec. 22, 1952), unanimous; 

Screen-printed silk scarves (Apr. 13, 1953), unanimous; 

Handmade blown glassware (Sept. 22, 1953), 3-3; 

Scissors and shears (Mar. 12, 1954), 4-2; 

Groundfish fillets (2nd investigation—May 7, 1954), 3-2; 

Watches, movements and parts (2nd investigation—May 21, 1954), 4-2; 
Lead and zinc (May 21, 1954), unanimous; 

Alsike clover seed (May 21, 1954), unanimous; 

Spring clothes pins, 3-3. 

Screen-printed silk scarves, 4-2; 

Wood screws, 3-3. 


. Alsike clover seed (June 30, 1954). 


Watches, movements, and parts (2nd investigation—July 27, 1954). 


. These two industries are spring clothes pins and wood screws. In the case of 
the third application of the spring clothes pin industry the Tariff Commission 
divided 3-3 on a recommendation to impose an absolute quota on imports. 
The President rejected this report on November 22, 1954. The Tariff Com- 
mission also divided 3-3 on a recommendation to impose an absolute quota on 
imports of wood screws. The President rejected this report on Dec. 23, 1954. 


. The United States Council of the International Chamber of Commerce has 
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21. 


made certain suggestions for tightening up the escape clause as follows: “A 
question for consideration is whether the ‘escape clause’ would not serve a 
proper and necessary purpose if so modified that (a) resort to it would be 
limited to cases in which a duty concession. through miscalculation or un- 
foreseen circumstances, forces an industry to adjust so rapidly as to cause, 
or create an imminent threat of, serious and unavoidable capital loss and un- 
employment; (b) action would be limited to temporary rate increases effec- 
tive for specified periods of time sufficient to allow shifts of capital and labor 
into lines of production in which the competitive position is stronger; and 
(c) the tarff increase would be limited to pre-concession tariff rates, without 
the use of any new form of restriction such as quotas, so that no new level 
of protection above the pre-concession tariff would be established, even tem- 
porarily.” 


The Council of the International Chamber of Commerce in Paris on October 
28, 1954, considered this question and adopted the following recommendation: 
“. . . In the interest of stability in international trade, the LC.C. is of the 
opinion that the binding periods should in no case be shorter than the tra- 
ditional period of three years and that an effort should be made to make 
them longer, it being understood that passage from one binding period to the 
next may take place by tacit renewal.” 

International Chamber of Commerce, Document #100/59, October 26, 

1954, p. 2. 

The kernel of this recommendation is in the one word “tacit”, and some am- 
plification would have been desirable in order to make the idea clear. Periodic 
deconsolidation dates would be established as at present but deconsolidation 
would not, as now provided in Article XXVIII, automatically take place on 
the dates specified. When a deconsolidation date arrived, deconsolidation 
would not in fact take place unless the CONTRACTING PARTIES had some 


months previously decided and announced that deconsolidation would take 
place. 


Such a scheme would be reassuring to governments since the possible need for 
deconsolidation would be periodically reviewed. Traders, on the other hand, 
would have the assurance that their plans and commitments would not be 
jeopardized until a positive announcement of tariff deconsolidation was made 
by the CONTRACTING PARTIES, and would know that if such an an- 
nouncement were made they would have time to adjust their plans and com- 
mitments in the light of the uncertainties confronting them. 


Figures relating to national tariff levels may be found in The CONTRACT- 
ING PARTIES to the GATT, “A New Proposal for the Reduction of Customs 
Tariffs,” Geneva, January, 1954, p. 15. 


The Governments of Belgium, Denmark, France, The Federal Republic of 


Germany, and The Netherlands have already indicated their support of this 
Plan in principle. 
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Kid. 
QUANTITATIVE RESTRICTIONS 


One of the most important provisions in GATT is the gen- 
eral prohibition against the use of quantitative restrictions (Ar- 
ticle XI). 

A quantitative restriction or quota is an absolute limitation 
on the value or quantity of a commodity that may be imported 
into a country within a given period of time. It is one of the 
severest types of control that governments can place fon private 
trade. 


Objection to Quotas 


When a product is subject to a quota, importations must 
stop entirely once the quota has been filled. A quantitative 
restriction, therefore, has a far more drastic effect on trade than 
a tariff. 

A product subject to a tariff may be imported provided that 
the prescribed duty is paid. It is true that a tariff may some- 
times be so high that it is prohibitive, but trade may continue 
in spite of a very high tariff if special design, quality, utility 
or some other attribute can compensate for the tariff handicap. 
Furthermore, foreign producers may be able to overcome the 
disadvantage of a high tariff by increasing efficiency and re- 
ducing costs. Under a quota, however, no amount of ingenuity 
or efficiency will increase the amount of goods that can be im- 
ported above the established quota. Competition between do- 
mestic and foreign producers is thus eliminated, once a quota 
has been filled. The resulting monopoly position of domestic 
producers reduces or may even eliminate the incentive for effici- 
ency or product improvement.’ 


Footnotes for this section begin on page 56 
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United States trade has suffered greatly from quotas im- 
posed by other countries. It is impossible to measure statis- 
tically the extent of this damage. The use of quotas, however, 
was a prominent instrument of the economic nationalism that 
dominated the decade of the thirties. United States exports were 
extremely depressed during much of this period. From 1931 
United States exports, even in the best year of the thirties, did 
not equal those in the worst year of the previous decade. This 
was mainly due to lowered demand during the world depres- 
sion, but an important part was due to trade restrictions abroad. 


United States Policy 


This country has relied primarily on tariffs rather than on 
quotas for the protection of domestic producers. At the same 
time American exports have been suffering severely over the 
years from quotas imposed by foreign countries. In conse- 
quence, opposition to quantitative trade restrictions has long 
been a basic principle of United States commercial policy.’ 
In 1927 the United States, under President Coolidge, and twen- 
ty-eight other countries signed the International Convention for 
the Abolition of Import and Export Prohibitions and Restric- 
tions. In 1928, the United States Senate consented to its ratifica- 
tion. The Convention collapsed, however, because of insufficient 
foreign ratifications. 

United States policy on this subject became bipartisan with 
the continuance of this Republican policy during the Roosevelt 
Administration. In the bilateral trade agreements negotiated 
after 1934 under the authority of the Trade Agreements Act, 
quotas were not to be applied to products on which tariff con- 
cessions had been made. The effect was to prohibit quantitative 
restrictions on a wide range of products, but only those speci- 
fically listed in the tariff schedules of the Trade Agreements. 
Experience in these negotiations revealed that no foreign coun- 
try of major importance would accept a general prohibition of 
quantitative restrictions without a similar commitment by many 
countries, and simultaneous widespread reduction of tariffs.’ 
An opportunity for multilateral action of this kind occurred 
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in 1947 when the United States, during the negotiation of 
GATT, finally succeeded in obtaining a general prohibition of 
quantitative restrictions. While this was a highly significant 
long-run achievement, its immediate value has been impaired 
by two important exceptions, the agricultural exception and the 
balance-of-payments exception. 


Agricultural Exception to the Rule 
Against Quotas 

Under the agricultural exception (Article XI-2-c), a coun- 
try is allowed to impose import restrictions on agricultural or 
fishery products if like domestic products are subject to equally 
restrictive production or marketing limitations.* 

Under a price-support system such as ours, the favorable 
internal price tends to attract imports and to stimulate domestic 
production. Without effective production and import controls, 
therefore, surpluses would build up to a point that would make 
it impossible to maintain internal prices at the desired level 
without further governmental intervention. The Government 
would then have to take supplies off the market, resulting in 
the accumulation of stocks, difficult to dispose of without sub- 
stantial losses. Moreover, disposal of these surpluses abroad, 
which would require some form of export subsidy, would dis- 
rupt world markets of other agricultural exporting countries, 
a matter viewed with serious concern by them. 

Given the price-support system, production and import con- 
trols tend to become necessary, therefore, if accumulation of 
government stocks, dumping operations abroad, and losses of 
taxpayers’ money are to be avoided.* 


Import Restrictions Without 
Production Control 


Import restrictions without domestic controls may alleviate 
the problem created by a price-support system but will not usu- 
ally solve it as long as production is allowed to increase with- 
out limit.° From an international point of view, restrictions on 
both production and imports may be acceptable because action 
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to prevent surpluses from developing and exercising a depress- 
ing effect on prices is of benefit both to domestic producers and 
foreign suppliers. Both are subject to a curtailment of their 
operations in the interest of obtaining better prices for what 
they sell. Moreover, there is likely to be no serious objection 
on this account by foreigners if they retain their share of the 
market. Import restrictions without production control on the 
other hand become sheer agricultural protectionism whereby 
the foreigners’ usual share of the market is turned over to their 
domestic competitors. This is wholly at variance with the basic 
purposes of GATT, and accordingly the exception in favor of 
agricultural import restrictions is subject to the condition that 
they must be accompanied by corresponding production or mar- 
keting controls. This condition is obviously of vital importance 


to all agricultural exporting countries, including the United 
States. 


Difficulties of Applying the Exception 


It is ironic that the United States, a country with a very 
large stake in freer international trade in agricultural products, 
has had the greatest difficulty in keeping within this exception. 
This difficulty arises largely from the pressures of a relatively 
small segment of agricultural producers who are not on an 
export basis’ and who have concentrated on improving their 
position at home without much regard for the interest of Ameri- 
can agriculture generally. 

The problem arises from provisions in our agricultural price- 
support legislation. Before 1948, the President was empowered 
under Section 22 of the Agricultural Adjustment Act, to impose 
import restrictions on a product when necessary to prevent 
interference with a domestic agricultural program.* Our agri- 
cultural programs usually provided for similar restrictions on 
the domestic product. 


When GATT was negotiated, therefore, the expectation was 
that government price support programs would be accompan- 
ied by some form of domestic production control.’ Consequently, 
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the condition in the agricultural exception in GATT would 
be met, and our law and practice would in general be in har- 
mony with our international commitments. The only question 
would be what limitation on imports would correspond to 
limitations on domestic production. 

In order to make it legally clear that future domestic agri- 
cultural programs would be consistent with the GATT excep- 
tion, Section 22 of the Agricultural Adjustment Act was 
amended in 1948 to provide that: “No proclamation under this 
section should be enforced in contravention of any treaty or 
other international agreement to which the United States is or 
hereafter becomes a party.” 


Change in United States Law and 
Practice 

In 1948, Section 22 of the Agricultural Adjustment Act 
was also amended to make the scope of products covered 
practically limitless. This was done by making Section 22 appli- 
cable to “any loan, purchase, or other program or operation 
undertaken by the Department of Agriculture, or any agency 
operating under its direction...” '* Under this wording, virtu- 
ally all major agricultural commodities became subject to pos- 
sible import controls. 

Having thus changed the scope of Section 22, the Congress 
in 1950 amended that part of the Agricultural Adjustment Act 
(paragraph f) which provided that no proclamation under Sec- 
tion 22 should be enforced in contravention of any treaty or 
agreement. The new law read: “No international agreement . . . 
shall hereafter be entered into which does not permit the en- 
forcement of this section...'? (italics added). A final amend- 
ment to paragraph (f) of Section 22 was included in the Trade 
Agreements Extension Act of 1951. Paragraph (f) was revised 
to state that “No trade agreement or other international agree- 
ment heretofore or hereafter entered into by the United States 
shall be applied in a manner inconsistent with the requirements 
of this section” (italics added) .” 

This final enactment, to the effect that existing international 
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commitments shall be disregarded, has created the present prob- 
lem. In consequence, we now have price-support programs not 
accompanied by production controls but which may require 
import restrictions under Section 22. Moreover, the Executive 
seems to have so interpreted Section 22 that action is mandatory 
on him when there is interference from imports. Thus Ameri- 
can legislation has come into conflict with an important provi- 


sion of GATT. 


Present Agricultural Import 
Restrictions 

Import restrictions under Section 22 of the Agricultural 
Adjustment Act are now being applied, without corresponding 
restrictions or limitations on domestic production, on dairy 
products;"* flaxseed and linseed oil; rye, rye flour, and rye 
meal; oats, hulled or unhulled; and barley. These restrictions 
are therefore basically in conflict with GATT.” 


The United States’ Dilemma 


The situation in which we now find ourselves is that under 
our present law we cannot live within the terms of GATT so 
far as restrictions on agricultural products are concerned. We 
could loosen GATT to conform to our own legislation by elimin- 
ating the condition in the agricultural exception that import 
restrictions must be accompanied by corresponding domestic 
controls. But if we did this in order to obtain the needed free- 
dom for ourselves, we would open the door to unbridled agri- 
cultural protectionism throughout the world. The cost to Amer- 
ican agriculture as a whole might in the long run be nothing 
short of catastrophic. 


American Agriculture’s Stake in 
Foreign Markets 
Since World War II the value of American agricultural 
exports has equalled about one-eighth of farm cash income. 
We have exported the produce of one out of every ten acres or, 
in the aggregate, the commodities produced on over 40 million 
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acres of arable land. Agriculture, historically, has a vital stake 
in foreign trade. Just over sixty years ago 80 percent of our 
total exports were agricultural. Even as late as 1951-52 almost 
one-third of our total exports was made up of agricultural prod- 
ucts. Today, agriculture’s share of our total exports is close to 
one-quarter. 

For some agricultural producers there is a striking depend- 
ence on exports. In 1952, for example, the United States ex- 
ported the following proportions of domestic production: cot- 
ton, 30 percent; wheat, 43 percent; rice, 59 percent; dried 
whole milk, 42 percent; grain sorghums, 30 percent; soybeans, 
16 percent; rye, 19 percent; tobacco, 22 percent; and lard, 24 
percent.”® It is clear that the producers of these products are 
vitally concerned in our trade policies, but it does not follow 
that agricultural interest in trade is confined to these producers. 
If exports were curtailed, the land used in producing these 
exports would be shifted to other lines of production competi- 
tive with present domestic production. Mr. Allen B. Kline, 
former President of the American Farm Bureau Federation, 
made this point when he stated: 


“If we should have to take out of production the mil- 
lions of acres now being devoted to production for export, 
this land undoubtedly would be shifted to the production 
of other commodities such as dairy products, beef cattle, 
fruit and vegetables, poultry, and other products. This in 
turn would create an oversupply of these commodities and 
endanger price and income of these producers. Thus, the 
maintenance of a high level of exports is of great impor- 
tance to all agricultural producers.” ' 


If, therefore, the GATT agricultural exception is changed 
in consequence of United States laws so as to give other coun- 
tries the freedom to restrict imports that we ourselves have 
exercised, American agriculture may suffer severely from the 
very legislation designed to help it. 
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Balance-of-Payments Exception 


The other major exception in GATT to the rule against 
quantitative restrictions is the exception permitting countries to 
impose restrictions on imports to meet balance-of-payments dif- 
ficulties. 

The need for such an exception arose from the fact that 
after World War II many countries were faced with a shortage 
of foreign currencies, notably dollars, with which to pay for 
needed imports. Their dollar and other foreign exchange re- 
sources available to buy American and other foreign goods 
were small in relation to their import requirements. Their im- 
port requirements were abnormally large because of the need 
to repair and restore war-damaged production facilities, and 
to raise standards of consumption from the low level to which 
the stringencies of wartime economy had reduced them. More- 
over, the capacity of many countries to earn dollars and other 
foreign currencies by exporting goods was very low when the 
war ended, and would remain low pending the reconstruction 
of damaged productive facilities and the shifting of production 
from munitions and other wartime uses to the production of 
peacetime goods. 

Countries in this difficult situation, even though they needed 
imports badly, found it necessary to restrict them. This appar- 
ent contradiction is explained by the fact that they needed some 
kinds of goods more than others. Not having enough foreign 
currency resources to buy all the foreign goods they would 
have liked to consume, they felt they must restrict imports of 
less needed goods, such as luxuries, in order to conserve their 
foreign exchange resources for buying the essential things they 
had to have from abroad, such as food, raw materials and 
equipment for their industries. In other words, they had to put 
themselves under import rationing. This gave them time, dur- 
ing a “transition” period, to re-establish production and exports 
and thereby ultimately acquire currently the foreign exchange 
to cover all import demands, as well as build up foreign ex- 
change reserves as a cushion against future shortages. 
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Restrictions on imports of the less needed types of prod- 
ucts would have been impossible under the GATT rule against 
all quantitative restrictions; hence the balance-of-payments ex- 
ception was written into the agreement. 


Danger of Misuse of the Exception 


Although the post-war “transition” period, during which 
balance-of-payments restrictions were considered necessary, 
lasted much longer than expected, this period must now be 
regarded as coming to a close. There has been, however, a 
noticeable tendency to maintain import restrictions longer than 
needed for conserving foreign exchange resources. One reason 
for this tendency is that restrictions originally introduced for 
balance-of-payments reasons also have the effect of protecting 
domestic producers from foreign competition. Industries shel- 
tered behind these restrictions are naturally reluctant to lose 
this protection against foreign competition in their home mar- 
ket. The readjustment problems that lifting the restrictions 
may entail, and pressures from the industries concerned, may 
cause governments to look for reasons to continue restrictions 
on balance-of-payments grounds.”* 


The Balance-of-Payments Provisions 
of GATT 


The longer the restrictions remain in force the more the 
industries affected become entrenched behind them; the more 
difficult the readjustment problems become; and the more difh- 
cult it is to get rid of them. There is a self-perpetuating ten- 
dency that needs to be taken into account in framing provisions 
for dealing with this subject. 

The importance of such provisions is further emphasized 
by the fact that balance-of-payments restrictions injure other 
countries and aggravate the difficulties of those which may 
themselves be having balance-of-payments problems. 

Moreover, such restrictions also impair the international 
competitive position of the country imposing them. It has been 
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pointed out that such restrictions have an inflationary impact; 
they tend to isolate the country’s economy from the world mar- 
ket; and they cause prices to increase and impair the com- 
petitiveness of domestic industry.” 

For all these reasons it was extremely important that the 
provisions of GATT be such as to confine balance-of-payments 
restrictions to cases of real need. The exception is, therefore, 
accompanied by detailed criteria and procedures having this 
object in view. 


Reserve Test 


The first step in this direction is the attempt to define the 
conditions under which balance-of-payments restrictions are 
warranted. The state of a country’s foreign exchange reserves 
is the test applied. Article XII-2-a of the GATT provides that: 


“No contracting party shall institute, maintain or intensify 
import restrictions under this Article except to the extent 
necessary 


(i) to forestall the imminent threat of, or to stop, a 
serious decline in its monetary reserves, or 


(ii) in the case of a contracting party with very low 
monetary reserves, to achieve a reasonable rate of 
increase in its reserves.” 


Obviously, such words as “imminent threat” and “serious” 
decline and “reasonable” rate of increase, offer broad scope for 
interpretation, a fact recognized in GATT by making provision 
for the interpretation adopted by a country resorting to the 
exception to be brought into question. 


Complaint Procedure 


Any party that is not satisfied that restrictions imposed 
pursuant to these criteria are justified may bring the matter 
for discussion to the CONTRACTING PARTIES (i.e., the 
GATT Organization). If the organization considers the restric- 
tions unjustified, it can recommend their removal or modifica- 
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tion. It cannot require compliance with this recommendation, 
but it can permit injured parties to apply specified compensa- 
tory measures against the trade of the offending party. If the 
restrictions discriminate against the trade of particular coun- 
tries, however, the Organization can require the removal of the 
discrimination. 

No action has been authorized under the compensatory 
provision, and no country has been required by the Organization 
to eliminate discriminatory features of its restrictions.” Never- 
theless, these provisions may have a deterrent value in that un- 
der them a country must justify its action and face the possi- 
bility of penalties if it cannot do so. 


Restrictions Being Relaxed But Still 
Numerous 


Balance-of-payments restrictions were widely used in the 
early years of GATT.”* They have, however, diminished sub- 
stantially in recent years and there seems to be a trend toward 
their elimination. This improvement reflects the growth of pro- 
duction and exports and the growth of reserves, which is cer- 
tainly due, in some degree, to the reduction and limitation of 
trade barriers by GATT. The extent to which the balance-of- 
payments provisions in GATT have made an additional con- 
tribution to the relaxation of restrictions is not known. How- 
ever, Mr. Raymond Vernon, now in private business, who was 
a participant in many of the GATT activities as an official of 
the United States Government, has stated that: 


“*. . . the periodic consultation procedures sponsored by 
GATT .. . proved to be a mild stimulant in moving nations 
in the direction of such reductions. At various times in 
the course of these consultations the United States urged 
nations to relax their restrictions against dollar goods in 
the light of improved reserves. And in some cases the 
relaxation seems to have been expedited or made more 
extensive as a result of such exhortations. Belgium, Hol- 
land and Germany in particular, appear to have fashioned 
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their relaxations to assuage these pressures. It also may 
well be, when the history of Canadian, United Kingdom 
and South African import relaxations is written, that the 
GATT will be shown to have figured heavily in these as 


well.” * 


Despite progress made in eliminating balance-of-payments 
restrictions, they are still being extensively used.** Given the 
tendency to retain them longer than necessary, there is still 
strong reason for examining the efficacy of the GATT provisions 
dealing with them. 


Adequacy of GATT Rules in Relation to 
Domestic Policies 


The present provisions of GATT have been criticized on 
two main counts. One of these relates to the grounds for justi- 
fying recourse to balance-of-payments restrictions; the other 
to the inadequacy of means to bring about national compliance 
with judgments reached. 

With respect to the grounds for judgment, the most serious 
defect lies in the provisions in Article XII which make it very 
difficult, if not impossible, to question a country’s domestic 
policies which may in large part be responsible for its balance- 
of-payments difficulties and hence for its import restrictions. 
There is some tendency on the part of countries in balance-of- 
payments difficulties to place undue emphasis on the tariff and 
trade policies of other countries (notably the United States) for 
their difficulty in earning enough foreign exchange to make 
ends meet. Actually, an important source of their difficulty may 
be their own domestic policies that cause or fail to curb infla- 
tion, or the adoption of other policies that tend to price them 
out of export markets, reduce their foreign exchange earnings, 
and necessitate import restrictions in order to make foreign ex- 
change availabilities cover import needs. The International 
Chamber of Commerce recently commented on this subject as 
follows :** 
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“The main point open to criticism in the provisions of 
the General Agreement on this subject is that they link up 
recourse to quantitative restrictions with the simple ex- 
istence, which may moreover be interpreted very elastical- 
ly, of a threat to the monetary reserves of the Contracting 
Party in question. Such an attitude would be admissible 
only if quantitative restrictions were the only means of 
remedying a deficit in the balance-of-payments. There are. 
however, many others, far less disturbing for international 
trade, the corrective effect of which is considerably greater 
when looked at in perspective. It would, therefore, be rea- 
sonable to require the Contracting Party to show proof of 
its good will by submitting to a thorough investigation of 
the causes of disequilibrium whatever their nature may be. 
Recourse to quantitative restrictions would be justified 
only if this investigation made it clear that their utiliza- 
tion was unavoidable. Such recourse would only be ad- 
mitted for a limited time, calculated to give a breathing 
space to the national authorities, in which other means of 
defense could be prepared.” 


A “thorough investigation” of the kind above suggested 
would necessarily include domestic policies and measures that 
lead to import restrictions. Such an investigation is precluded 
by the existing provision of GATT whereby domestic inflation- 
ary and other policies cannot be brought sharply into question. 
Removal of this limitation would help to hold balance-of-pay- 
ments restrictions to a minimum. 


Adequacy of International Authority 
Over Restrictions 


A second question regarding the agreement is whether it 
gives adequate assurance that judgments once reached will be 
complied with. 

Since restrictions unjustifiably imposed by a contracting 
party deprive other parties of benefits to which they are entit- 
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led under the agreement, there is reason for reaching agreement 
whereby no country would employ them except with the ap- 
proval of an impartial international body. 


Relation of International Monetary 
Fund to GATT 


The Monetary Fund is the intergovernmental organization 
having jurisdiction over exchange restrictions. This function is 
related to the GATT jurisdiction over quotas (quantitative re- 
strictions). Restrictions on payment for imported goods have 
an effect on trade that may be very similar to that of quotas on 
the importation of the goods. A quota on imports of a product 
limits the amount that may enter the country. Exchange restric- 
tions have a similar effect if the foreign buyer of American 
goods cannot obtain the dollars needed to pay for the goods. 
Either of these types of control can serve protectionist ends, 
as well as meet bonafide balance-of-payments needs. There 
would, therefore, be an element of futility in tying down one 
and leaving the other free. This interrelationship is recognized 
in GATT which provides (Article XV-4) that “Contracting 
Parties shall not, by exchange action, frustrate the intent of the 
provisions of this Agreement, nor, by trade action, the intent 
of the provisions of the Articles of Agreement of the Inter- 
national Monetary Fund.” Hence, in considering the relevant 
provisions of GATT regarding trade restrictions, account must 
be taken of the corresponding provisions of the Fund Agreement 
regarding exchange restrictions. 

A further relationship between the two organizations is 
that the GATT recognizes the Fund as the international mone- 
tary authority most competent to judge whether quantitative im- 
port restrictions are warranted on balance-of-payments grounds. 
The GATT gives the International Monetary Fund an important 
role in the determination of whether balance-of-payments re- 
strictions are justified (Article XV-2). 
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Present Authority of the Fund 


While the GATT organization, with the help of the Fund, 
may find import restrictions unwarranted on balance-of-pay- 
ments grounds, it can do nothing more about them than recom- 
mend their removal or authorize offsetting measures, unless the 
restrictions are discriminatory. The Fund has much more ulti- 
mate control than this over exchange restrictions by member 
countries. The Fund Agreement makes the imposition or con- 
tinuance of exchange restrictions subject to specific approval 
by the Fund (Article VIII). This authority has not yet, how- 
ever, been employed because of provisions in the Fund Agree- 
ment (Article XIV) which give members virtually complete 
freedom of action during a post-war “transition” period. This 
period has not yet been officially terminated. 

So we have GATT with its power to recommend, which is 
being applied, and the Fund with its power to overrule, which 
is in a state of suspension. We have one set of rules and powers 
applicable by one organization to trade controls and another 
set applicable by another organization to exchange controls 
which are a more or less equivalent method of accomplishing 
the same ends. What is obviously needed is a more closely uni- 
fied international control of both exchange and trade restric- 
tions. The question is how such unification can be obtained. 


Unified Control by the Fund 


If such control were to be exercised by any one interna- 
tional agency, the Fund might be the one to exercise it. The re- 
quirement of approval of exchange restrictions is clearly within 
the competence of the Fund and the delegation of such author- 
ity to an international agency has already been accepted by the 
member countries, most of which are also parties to GATT. 
With reference to quantitative restrictions for balance-of-pay- 
ments reasons, the Fund is also suited to exercise control in the 
respect that justification for them must rest on monetary rather 
than commercial policy grounds. This latter fact is recognized 
by GATT. 
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Joint Control by GATT and the Fund 


On the other hand, the imposition and administration of 
trade restrictions have special technical and commercial policy 
aspects which lie outside the competence of the Fund. This 
makes it appropriate or necessary that GATT should not divest 
itself of control over balance-of-payments restrictions. 

Moreover, a consideration that may influence the parties 
to GATT toward retaining at least a measure of control over 
the use of quantitative restrictions for balance-of-payments rea- 
- sons is the difference in voting rights in GATT as compared with 
the Fund. In the Fund the United States (which has a special 
interest in getting rid of quantitative restrictions) has a heavily 
weighted vote, whereas in GATT it has the same voting strength 
as each of the other parties. 

The foregoing considerations suggest joint control of bal- 
ance-of-payments restrictions by GATT and the Fund. This 
joint control should constitute power to overrule rather than 
the present limited power of GATT merely to recommend. This 
is the solution recommended by the International Chamber of 
Commerce: 


“Once it is admitted that the causes should be studied 
before the remedies are applied and that quantitative re- 
strictions should be used only in the last extremity to re- 
store equilibrium in the balance-of-payments, it is clear 
that the institutions entrusted with the task of watching 
over the observance of such rules should be competent in 
the monetary and financial fields as well as in the com- 
mercial field. It would therefore seem reasonable that the 
International Monetary Fund should share the responsi- 
bility of deciding in each case whether recourse to quanti- 
tative restrictions is justifiable or not.” ™ 


The International Chamber of Commerce report adds that 
“every effort should be made to eliminate Article XIV from the 
Fund Agreement and that in the meantime the Contracting Par- 
ties [to the GATT] should examine the possibility of waiving 
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their rights under this article.” ** As noted above, Article XIV 
provides that during a post-war transition period of indetermin- 
ate length member countries have virtually a free hand in the 
use of exchange restrictions. 

Joint control of balance-of-payments restrictions would re- 
quire closely parallel authority for GATT and the Fund, pre- 
ferably on the lines of the more extensive authority of the Fund 
over exchange restrictions. The operations of the Fund and 
GATT would also have to be more closely coordinated than they 


are at present.”” 


Exception for Economic Development 


A further exception to the rule against quantitative restric- 
tions is worthy of particular note. This is the exception (Art. 
XVIII) permitting the use of such restrictions by countries in 
process of economic development. Under the exception, how- 
ever, quantitative restrictions can at present only be imposed 
by a country for development purposes under procedures re- 
quiring approval by the GATT Organization and in many cases 
also by particular countries interested in the product concerned. 
Little use has so far been made of the exception, but it may well 
happen that pressure for the use of quantitative restrictions 
will increasingly be based upon various forms of the economic 
development argument. Modification of the present provisions 
of GATT to give more latitude in this respect may develop. 


Principle and Practice 


In establishing in principle the prohibition of quantitative 
restrictions, GATT is a landmark of progress in international 
commercial relations. But despite this principle, quantitative 
restrictions are still widely used in consequence of the agricul- 
tural and balance-of-payments exceptions discussed above. In 
general, therefore, GATT has established a highly important 


principle and has made some progress in giving practical effect 
to it. 
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“.. the GATT has neither surrendered the field nor car- 
ried the day in mitigating the use of quantitative restric- 
tions. Fortuitously, it has succeeded in surviving the post- 
war period of general balance-of-payments difficulties 
without surrendering the principle that such restrictions 
were to be allowed only as exceptions to a general rule 
and that the rule itself should be applied as soon as cir- 
cumstances permitted. Only in recent months has it ap- 


peared that such circumstances might at last actually be at 
hand.” ** 


FOOTNOTES 


1. In addition, quotas are inherently discriminatory. The allocation of a quota 


among different supplying countries and among different domestic importers 
freezes the channels of trade. Improvements in the competitive position of a 
supplying country cannot be readily nor accurately reflected in its share in 
the market of the importing country. A non-discriminatory tariff, on the other 
hand, automatically allows foreign suppliers to share in the market in pro- 
portion to their relative efficiency. 


. The latest authoritative expression of American attitude regarding quantita- 
tive restrictions is the statement of President Eisenhower, November 22, 1954, 
rejecting a Tariff Commission recommendation for a quota on spring clothes 
pins. 
“. .. Even if some restrictive action were warranted in this case, I should 
be particularly hesitant to impose an absolute quota on imports in a case 
of this kind. We have been very concerned that sales abroad of many 
American export products have been seriously hurt during recent years 
by quantitative limitations imposed by various foreign countries, thus 
curtailing the play of competition even when our product and its price 
are better. 


Press release, The White House, November 22, 1954, p. 3. 


. For further discussions of the difficulties of getting broad commitments re- 
garding quantitative restrictions under the bilateral approach see, Raymond 
Vernon, “America’s Foreign Trade Policy and the GATT,” Essays in Interna- 
tional Finance, Princeton University, No. 21, October, 1954, pp. 2-5. 


4. GATT, Article XI (General Elimination of Quantitative Restrictions) 





1. No prohibitions or restrictions other than duties, taxes or other 
charges, whether made effective through quotas, import or export 
licenses or other measures, shall be instituted or maintained by any 
contracting party on the importation of any product of the territory 
of any other contracting party or on the exportation or sale for ex- 
port of any product destined for the territory of any other contracting 
party. 


2. The provisions of paragraph I of this Article shall not extend to the 
following: 
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(c) Import restrictions on any agricultural or fishery product, imported 
in any form, necessary to the enforcement of governmental measures 
which operate: 

(i) to restrict the quantities of the like domestic product permitted 
to be marketed or produced, or, if there is no substantial do- 
mestic production of the like product, of a domestic product 
for which the imported product can be directly substituted; 


Any contracting party applying restrictions on the importation of any 
product pursuant to sub-paragraph (c) of this paragraph shall give 
public notice of the total quantity or value of the product permitted to 
be imported during a specified future period of any change in such 
quantity or value. Moreover, any restrictions applied under (i) above 
shall not be such as will reduce the total of importa relative to the 
total domestic production, as compared with the proportion which might 
reasonably be expected to rule between the two in the absence of restric- 
tions. In determining this proportion, the contracting party shall pay 
due regard to the proportion prevailing during a previous representative 
period and to any special factors which may have affected or may be 
affecting the trade in the product concerned.” 


5. The price-support system is basically open to criticism on the ground that 
extensive government interference with production and trade is essential to 
its operation. There is no attempt here to weigh the merits of such a system. 


6. For example, the curtailment of imports of butter, cheese and dry milk 
without corresponding domestic curtailment has not solved the dairy problem. 
In August, 1954 the government held in its Commodity Credit Corporation 
4A7 million lbs. of butter worth just under $300 milllion; 428,300,000 lbs. of 
cheese valued at $172,466,000; and 233,511,000 lbs. of dried milk stocks valued 
at $38,506,000. 


New York Times, September 17, 1954, p. 1. 
7. The following tables show that the segment of the agricultural economy 


usually desiring protection from foreign imports is small compared to the 
agricultural producers for whom exports are vital or important; 





U.S. Agricvul- 
Cash farm Percent U.S. Agricul- tural Imports 
of tural exports (for consump- 
1951 total 1951 tion), 1951 
(mitfion dollars) (million dollars) (million dollars) 
1. Exports, vital 6,738.5 20.65 3,119.5 213.6 
Il. Exports, important ... 5,621.0 17.23 545.3 135.2 


Ill. Agricultural products, 
foreign trade not of 


major importance ... 17,142.9 52.55 270.8 615.0 
IV. Protection usually de- 
sired by producers ... 2,947.5 9.04 62.3 683.3 


V. Important agricultural 
imports not directly 
competitive, and sugar 1718 53 418 35168 














SAOGE . wnncimitnmtinmenten Saeed 100.0 4,039.8 5,164.0 
Based on the table submitted to the Senate Committee on Agriculture and For- 
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estry by Allen B. Kline, as President of the American Farm Bureau Federation. 
United States Senate, Hearings Before the Committee on Agriculture and Forestry, 
April 9-27, 1953, p. 98. 


U.S. Agricul- 
Agricultural Exports and Imports Cash farm - U.S. Agricul- tural imports 


19 a 
Million Million Million 
dollars dollars dollars 
. Agricultural exports, 
SSA TS + 2,567.7 190.9 
. Agricultural exports, 
IGAOTTERE Steere | .t 510.1 
. Agricultural exports 
and imports, not of 
major importance _... 16,444.9 255.1 
. Agricultural products 
for which protection 
usually is desired by 
producers 0... 2,998.1 93 62.2 
. Important agricultural 
import not directly 
competitive, and sugar 183.2 6 31.9 3,216.7 


ee 100.0 3,427.0 4517.6 


Commission on Foreign Economic Policy, Staff Papers, February, 1954, p. 156. 


8. The original text of Section 22 which remained substantially unchanged until 
1948 is as follows: Section 22 of the Agricultural Adjustment Act of 1933, 
as amended: 

(a) Whenever the President has reason to believe that any one or more ar- 
ticles are being imported into the United States under such conditions 
and in sufficient quantities as to render or tend to render ineffective or 
materially interfere with any program or operation undertaken, or to 
reduce substantially the amount of any product processed in the United 
States from any commodity subject to and with respect to which any 
program is in operation, under this title or The Soil Conservation and 
Domestic Allotment Act, as amended, he shall cause an immediate in- 
vestigation to be made by the United States Tariff Commission, which 
shall give precedence to investigations under this section to determine 
such facts. Such investigations shall be made after due notice and op- 
portunity for hearing to interested parties and shall be conducted sub- 
ject to such regulations as the President shall specify. 

(b) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the 
existence of such facts, he shall by proclamation impose such limita- 
tions on the total quantities of any article or articles which may be im- 
ported as he finds and declares shown by the investigation to be neces- 
sary to prescribe in order that the entry of such article or articles will 
not render or tend to render ineffective or materially interfere with any 








11. 


12. 
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program or operation undertaken, or will not reduce substantially the 
amount of any product processed in the United States from any com- 
modity subject to and with respect to which any program is in operation, 
under this title or the Soil Conservation and Domestic Allotment Act, as 
amended: Provided, That no limitation shall be imposed on the total 
quantity of any article which may be imported from any country which 
reduces such permissible total quantity to less than 50 per centum of 
the average annual quantity of such article which was imported from 
such country during the period from July 1, 1928, to June 30, 1933, both 
dates inclusive. 


(c) No import restriction proclaimed by the President under this section nor 
any revocation, suspension, or modification thereof shall become effective 
until fifteen days after the date of such proclamation, revocation, sus- 
pension, or modification. 


(d) Any decision of the President as to facts under this section shall be final. 


(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) 
of this section, any proclamation or provision of such proclamation may 
be suspended by the President whenever he finds that the circumstances 
requiring the proclamation or provision thereof no longer exist, or may 
be modified by the President whenever he finds that changed circum- 
stances require such modification to carry out the purposes of this 
section. 

United States Tariff Commission, Annual Report, 1936, p. 70. 


For text in force January, 1947 see: United States Code, 1946 Edition, Vol. I, 
Title 7, Chapter 26, Section 624, p. 414. 
“.. . the President could impose import quotas only when unrestricted im- 
portation threatened the effectiveness of the operation of a production ad- 
justment program, a marketing agreement program, and a program operating 
under Section 32.” 

Gale D. Johnson, Trade and Agriculture, A Study of Inconsistent Poli- 

cies, New York, 1950, p. 19. 


. For the text in force in January, 1952 and the sense of all amendments 


made to the law from Jan. 1947—Jan. 1952 see U. S. Code, 1946 Edition, 
Supplement 5, Title 7, Chapter 26, Section 624, p. 260. 


United States Department of Agriculture, Agriculture Handbook No. 49, 
Compilation of Soil Conservation and Domestic Allotment Act, Agricultural 
Adjustment Act of 1938, . . . including amendments as of January 1, 1953, 
p. 155. 


Paragraph (f) as originally drafted in the Agricultural Act of 1948 was re- 
tained, but with an added proviso that; 

“No international agreement or amendment to an existing international 
agreement shal] hereafter be entered into which does not permit the enforce- 
ment of this section with respect to the articles and countries to which such 
agreement or amendment is applicable to the full extent that the General 
Agreement on Tariffs and Trade, as heretofore entered into by the United 
States, permits such enforcement with respect to the articles and countries 
to which such general agreement is applicable. Prescription of a lower rate 
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13. 


14. 


16. 


17. 


18. 


of duty for any article than that prescribed by the general agreement on 
tariffs and trade shall not, if subject to the escape provisions of such General 
Agreement, be deemed a violation of this subsection.” 


For citation see footnote 10 above. 


These dairy products are: butter; dried whole milk; dried buttermilk; dried 
cream; dried skimmed milk; malted milk, and compounds or mixtures of or 
substitutes for milk or cream; cheddar cheese, and cheese and substitutes for 
cheese containing, or processed from, cheddar cheese; edam and gouda 
cheese; blue-mold (except stilton) cheese, and cheese and substitutes for 
cheese containing or processed from, blue-mold cheese; Italian-type cheese, 
made from cow’s milk, in original loaves (Romano made from cow’s milk, 
Reggiano, Parmesano, Provoloni, Provolette, and Sbrinz). 


. Import restrictions accompanied by restrictions on domestic production are 


being applied on peanuts and peanut oil; wheat and wheat products; cotton 
and cotton waste; almonds and filberts. 


An argument can be made that the United States has not, in pursuing its 
agricultural policy, technically violated the GATT, on the grounds that the 
United States has only agreed to apply Part II (which includes the agricul- 
tural exception) of the GATT Agreement “to the fullest extent not incon- 
sistent with existing legislation.” This argument is that if the law existing 
prior to the GATT Agreement makes action by the President mandatory, 
then that action subsequent to the GATT Agreement is technically not a 
violation of GATT even though it might be directly in conflict with one of 
the provisions in Part II of the agreement. This technical argument might be 
made to justify the imposition by the United States of quantitative restrictions 
on imports of agricultural products under Section 22 of the Agricultural Ad- 
justment Act. However, even if the technical argument is valid, it does not 
detract from the general importance of living within Article XI of GATT. 
It is the effect of the policy and not the technical legality of the policy that 
is important. 

One other important aspect of this problem is that so long as the United 
States relies on the Protocol of Provisional Application to justify its action 
instead of changing United States law to make it possible to live within 
Article XI of GATT, then it will be impossible to apply the GATT Agree- 
ment definitively unless it is changed in a way that might have very undesir- 
able consequences for American agricultural exporters. 


These figures are to the nearest whole percent. Commission on Foreign Eco- 
nomic Policy, Staff Papers, February, 1954, p. 154. 


United States Senate, Hearings Before the Committee on Agriculture and 
Forestry, April 14, 1953, p. 83. 


The Fourth Annual Report on Exchange Resrtictions of the International 
Monetary Fund indicates that in some cases restrictions have admittedly been 
used for protectionist reasons. See pages 3 and 4 of this report. 


. Fourth Annual Report on Exchange Restrictions, International Monetary 


Fund, 1953, p. 4. 
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. The elimination of discriminatory features of restrictions imposed by the 


Union of South Africa, however, resulted from consultations with GATT. 


General Agreement on Tariffs and Trade, Liberating World Trade, 
Second Report on the Operation of GATT, June, 1950, p. 21. 


At the end of the calendar year 1951, twenty-three of the thirty-four con- 
tracting parties were using import restrictions for balance-of-payments reasons. 
See Staff Papers, pp. 360-361. 


See Vernon, p. 12. 
“. .. a considerable number of countries continued, in 1953, and the early 
part of 1954, to apply restrictions with the same intensity as in the earlier 
years.” 
Fifth Annual Report on Exchange Restrictions, International Monetary 
Fund, 1954, p. 19. 


Council of the International Chamber of Commerce, Report-82nd Session, 
Document 100/59 October 28-29, 1954, pp. 3-4. 


. Ibid. p. 4. 


The question of what authority exactly the Fund and GATT would have 
is not explicitly stated in the ICC Report. It is, however, explicitly stated 
that a contracting party would be allowed in case of urgency to establish 
quantitative restrictions as a provisional measure pending the outcome of 
the investigation by the international agencies concerned. The implication is 
that if found to be unjustifiable, the restrictions would be modified or re- 
moved. 


. Ibid. p. 4. 
. Some provision would have to continue to be made whereby members of 


GATT who are not members of the Fund would accept the jurisdiction of 
the Fund in regard to exchange restrictions for balance-of-payments reasons. 
This is already provided for in GATT (Article XV-6) in relation to exist- 
ing functions of the Fund in connection with the balance-of-payments excep- 
tion in GATT. 


. See Vernon, p. 12. 
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Iv. 


ORGANIZATIONAL FUNCTIONS OF | 
GATT 


The GATT Organization consists of the contracting parties 
acting jointly. The organizational entity is designated throughout 
the agreement as the CONTRACTING PARTIES, capital let- 
ters being used to indicate the distinction between the organiza- 
tion and the individual members of it. An individual contracting 
party has one vote on matters requiring decisions by the Organ- 
ization, such decisions usually being made by majority vote. 

The present functions of the GATT Organization rest on 
the following three propositions: 


Any broad multilateral agreement carrying with it detailed 
and complex commitments with respect to trade barriers 
and commercial policy will inevitably give rise to disputes 
and differences of opinion which require interpretation 
for their settlement on an objective and impartial basis. 
Some important commitments governing trade policy can- 
not be made the subject of rigid and self-executing rules 
but require judgment by an impartial body as to their ap- 
plication in varying circumstances. 

Situations will arise in which rules must be relaxed or set 
aside by an impartial body rather than by formal amend- 
ment requiring unanimous consent. 


Unterpretive Functions | 
Article XXIII is the principal article under which the 


Organization is given the power to interpret the provisions of 
the Agreement.’ The article is entitled “Nullification or Im- 
Footnotes for this section begin on page 69 
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pairment.” It provides that if one party considers that any bene- 
fit accruing to it under the Agreement is being nullified or im- 
paired by another party failing to carry out its obligations in 
letter or in spirit, the dispute may be referred to the CON- 
TRACTING PARTIES which may make recommendations or 
“sive a ruling.” 

For example, at the Seventh Session of the CONTRACT- 
ING PARTIES (i.e., the GATT Organization) November 13, 
1952, Norway complained that Germany was discriminating 
against Norwegian sardines contrary to its obligations under the 
General Agreement. A complaints panel concluded that al- 
though measures taken by Germany were not technically incon- 
sistent with the provisions of the Agreement, the value of the 
tariff concessions which Norway had obtained from Germany 
had been impaired. On the basis of this examination the con- 
tracting parties made recommendations which led Germany 
to change its practices to the satisfaction of Norway.’ 

There have been a number of other disputes brought to the 
attention of the Organization through the complaint procedure 
and similarly disposed of through the consultative process em- 
ployed in connection with the interpretive powers of the Or- 
ganization.* 


Authorization of Compensatory 
Measures 

So far in most of the trade disputes brought to the Organi- 
zation, the latter has found it possible to confine itself to giving 
judgments on the merits of the questions presented and making 
recommendations which have led to the settlement of the dis- 
putes between the parties concerned. There are situations, how- 
ever, in which the Organization has to exercise a somewhat 
different function. Article XXIII provides that if one of the 
parties to a dispute fails to conform to the Organization’s find- 
ings, the Organization may allow injured parties to apply 
countermeasures, but only such countermeasures as will com- 
pensate for the injury. 

For example, under Section 104 of the Defense Production 


i) 








1396 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Act, and later under Section 22 of the Agricultural Adjustment 
Act, the United States imposed quantitative import restrictions 
on dairy products. This was found by the Organization to con- 
stitute an infringement of Article XI-2-c (Agriculture Excep- 
tion) and a nullification or impairment of concessions by the 
United States to the other parties. The United States did not 
contest this judgment, but in consequence of United States law, 
found it impossible to act in accordance with the recommenda- 
tions of the Organization. The Netherlands Government invoked 
the provisions of Article XXIII, and requested permission to 
take compensatory action to restore the balance between the 
concessions it had made and those it had received in return. 
The Organization held that, “Considering information relating 
to the damage suffered by the Netherlands through limitations 
on its ability to sell its products in the United States market, 
. » . the Netherlands Government [could] suspend the applica- 
tion to the United States of their obligations .. . to the extent 
necessary to allow the Netherlands Government to impose an 
upper limit of 60,000 metric tons on imports of wheat flour 
from the United States during the calendar year 1953.” * The 
same authorization was given for 1954.° The Organization’s con- 
trol over countermeasures of this kind enables it to keep such 
measures within reasonable limits; to allow countermeasures 
commensurate with the action which occasions them; and to 
hold in check emotional reactions which might result in puni- 
tive measures by countries injured against the country respon- 
sible for the injury. The control over countermeasures is a 
check on the development of trade wars. 


Application of Rules in Varying 
Circumstances 


At a number of points the agreement envisages situations 
in which certain actions may or may not be justifiable accord- 
ing to circumstances. In dealing with some matters, moreover, 
it would be impossible to draw up provisions that would cover 
all the future variations in circumstances that might have a 
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bearing on the obligations of the parties. The course followed 
in GATT, therefore, is to lay down general rules and leave 
to the Organization the responsibility for applying them as cir- 
cumstances arise. 

For example, under a proviso in Article II-6-a of GATT, a 
contracting party must receive the Organization’s approval be- 
fore adjusting its tariff rates in connection with a devaluation 
of its currency. The question in case of such a devaluation is 
the extent to which an increase, if any, is warranted. A decision 
on such a question requires close examination of all the circum- 
stances relating to each case when it arises. 

It would be impossible to deal with such a matter satisfac- 
torily in any other way than by organizational decision based 
on an examination of all the circumstances. If the organization 
were not given this authority, the alternative would be to leave 
to the country concerned the unilateral determination of what 
adjustment of its tariff rates is warranted, or to deny entirely 
the right of a country to make tariff adjustments under such 
conditions. Neither would be feasible since the justifiability of 
such an adjustment and the manner in which it is made would 
depend on circumstances. 

Another example of decisions that have to be made in the 
light of circumstances is to be found in the balance-of-payments 
provisions which provide that the Organization may require a 
contracting party to limit or terminate particular discrimina- 
tions (Article XIV-3-c). There are a number of other provisions 
scattered through GATT in which general rules are laid down 
which can be applied only in the light of circumstances.° 


The Waiver Function 

Waiver authority is conferred on the Organization in Article 
XXV-5-a. This article gives the Organization power to waive 
any obligation in the agreement by a two-thirds vote, and in- 
herently, to lay down conditions or qualifications to any such 
waiver. The granting of waiver power is based on the third 
proposition underlying the present functions of the GATT Or- 
ganization, i.e., that situations will arise in which rules must 
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be relaxed or set aside by an impartial body rather than by 
formal amendment requiring unanimous consent. In other 
words, it was felt that waiver authority was necessary because 
situations might develop which could not be foreseen at the 
time commitments were made, and which might render such 
commitments difficult or impossible to apply. It should be noted 
that the waiver provision, unlike an amendment to the agree- 
ment (which requires unanimity), cannot have the effect of 
placing fresh obligations on any party, nor can it compel any 
party to take a particular action. 

The need for a general waiver power is perhaps most clear- 
ly illustrated by the situation which resulted from the termin- 
ation of relations between the United States and Czechoslovakia 
in 1948. Czechoslovakia and the United States became parties to 
GATT in 1947 prior to the Communist coup. After the coup 
political relations between the two countries deteriorated to the 
point where the United States sought a waiver of those obliga- 
tions, which Czechoslovakia opposed. The Organization, by the 
necessary two-thirds vote, granted the requested waiver." 

The importance of the waiver provision is well illustrated 
by this case. Without it, unanimity would have been required 
and could not have been obtained in the face of Czechoslovak 
opposition. The only alternative open to the United States, in 
the absence of the waiver provision, would have been to with- 
draw from GATT,® action which would have destroyed the en- 
tire agreement. Without the waiver provision, the instrument 
would be so brittle as to be in danger of breaking up under any 
strong impact. 


Recommendations of the President’s 
Commission on Foreign Economic 
Policy 


The report of the Commission on Foreign Economic Policy 
recommended that the functions of the GATT Organization 
be confined to “sponsoring multilateral trade negotiations, 
recommending broad trade policies for individual considera- 
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tion .. . in the various countries, and providing a forum for con- 
sultation regarding trade disputes.” (italics added).° 

The Commission’s recommendation on this point, if follow- 
ed literally, would seriously weaken GATT as an instrument 
for promoting trade and settling trade disputes. The reasons 
why this is so relate to: 


the nature of the GATT machinery for handling disputes; 


the necessity for group judgment in applying certain rules 
to varying circumstances; 


the need for flexibility in waiving provisions of the agree- 
ment; and 


the fact that the willingness of governments to adhere to 
substantive commitments of the broad scope included in 
GATT may well be affected by the nature of the machinery 
for their administration. 


Effect on Functioning of the Organization 

Under the Commission’s recommendation quoted above, 
there could be no authoritative decisions by the GATT Organi- 
zation as to a disputed interpretation of the Agreement. The 
Organization could not even make a recommendation on a spe- 


cific dispute, since its recommendations could relate only to 
“broad trade policies.” If consultative procedures resulted in a 
consensus within the organization on the merits of a dispute, 
an individual country could disregard it with impunity. If dis- 
regard of the views of the majority of the contracting parties 
resulted in retaliation by other parties against the offender, 
there would be no means of holding retaliatory actions within 
reasonable limits. This is so because under the Commission’s 
recommendation, the organization would have no authority to 
make rulings on such matters. While the consultative procedure 
recommended by the Commission would obviously be of value, 
such procedure would be materially less effective than the pres- 
ent machinery in preventing individual countries from taking 
the law into their own hands, and in preventing the development 
of trade wars. 
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It is true that it is not usually necessary for the GATT Or- 
ganization to use its full authority. The initial approach of the 
Organization to questions in dispute has been one of promo- 
ting consultation and of mediation. This has usually been all 
that was required.’ However, the mere existence of provisions 
permitting the organization to give rulings, and to authorize 
specified compensatory measures in the event of non-compli- 
ance, has probably contributed substantially to this success. A 
country is likely to take consultations more seriously and to 
enter into them with a conciliatory attitude when it knows that 
intransigence may result in its being held guilty of a breach of 
its obligations and that it may face a loss of export benefits. 

As a matter of principle, when one country is obligated to 
many others, that country should not be the sole judge of the 
rights and obligations involved. The necessity for determining 
rights and obligations usually arises when there is a dispute 
between two or more of the parties. To give each party the free- 
dom to ignore the opinions of all the rest is certainly open to 
serious question, especially in the case of an organization of 
such wide and varied membership as the GATT. 

Similar considerations apply to the recommendations of the 
Commission to eliminate the exercise of group judgment in ap- 
plying certain rules which cannot be made rigid and self-exec- 
uting but require judgment by an impartial body as to their ap- 
plication. 

The recommendations would also deprive the Organization 
of authority to waive commitments, despite the fact that the 
need for such authority has been demonstrated by such waivers 
having been granted in several cases.” 


Effect on Substantive Commitments 


The broad trade commitments assumed by governments un- 
der GATT were originally entered into with the definite under- 
standing that certain clearly defined powers with respect to the 
administration of these commitments would be exercised by the 
Organization, that is through common consent of the majority 
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and not by individual governments acting alone. It is obvious 
that the power to interpret, to waive, to apply rules in varying 
circumstances, must reside somewhere. If they are not to reside 
in the members of GATT acting jointly, they must then fall 
back into the hands of individual governments. This would 
mean that questions would ultimately have to be settled by 
agreements between each government directly with the other 
government or governments immediately concerned. There is 
serious question whether governments would be willing to con- 
tinue to accept trade commitments as wide in scope as those of 
GATT if they did not have the protection of an impartial inter- 
national body to administer them. The smaller and weaker 
countries, especially, might be reluctant to tie themselves too 
tightly in direct commitments to the stronger and larger ones. 
The security that now comes from certain knowledge that all 
are bound by the same rules enforced in a spirit of equity, 
would be measurably weakened, and the cohesive force of 


GATT might well diminish. 


FOOTNOTES 


1. Explicit interpretive powers are also given in connection with particular pro- 
visions. For example: Article X-3-c gives the Organization power to deter- 
mine when a special system of judical or administrative review of customs 
matters conforms to that article; and Article XVIII gives authority to decide 
which parties are “materially affected” by a proposed development restriction. 


. The Contracting Parties to the GATT, Basic Instruments and Selected Docu- 
ments, First Supplement, March, 1953, pp. 30-31. 


The Contracting Parties to the GATT, International Trade, 1952, June, 1953, 
p. 9. 


The Contracting Parties to the GATT, International Trade, 1953, June, 1954, 
p. 127. 


. Belgian Family Allowance Case, Article I—6th, 7th, 8th sessions—pending; 


Norwegian-German Sardine Dispute, Article I, III, XII—7th, 8th sessions— 
settled ; 


Greek Custom Duty Coefficients Case, Article II—7th session—settled; 


United Kingdom Purchase Tax Case, Article III]—5th, 6th, 7th sessions— 
settled; 


Brazilian Internal Tax Case, Article I1]—3rd, 4th, 5th, 6th, 8th sessions— 
pending; 
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Greek Import Tax Case, Article I[II—7th, 8th sessions—settled; 


United States Export Subsidy Case (raisins, oranges, almonds) Article XVI— 
7th, 8th sessions—pending; 


United States Import Restriction of Filberts Case (Turkey and Italy) Article 
XXIII—8th session—settled ; 


French Tax on Imports and Exports Case, Article XXIII—8th session—settled. ] 
4. See Basic Instruments and Selected Documents, pp. 32-33. ] 


5. In giving this authorization to the Netherlands, the Organization recommended 
to the United States Government “that it have regard to the harmful effects 
on inernational trade relations of the continued application of the present 
restrictions.” 


The Contracting Parties to the GATT, Press Release, GATT/138, Octo- 
ber 13, 1953. 


6. These articles include: 


Article VI-5 under which the Organization can authorize a contracting 
party to levy an anti-dumping or countervailing duty where industries 
of a third country rather than those of the country adopting such 
measures are being injured. , 


Article XVIII-7 and 8, under which certain economic development re- 
strictions are permitted if circumstances are such as to justify approval. 


Article XVIII-4-c gives the CONTRACTING PARTIES the power to 
disapprove of compensatory measures taken by one party in consequence 
of restrictive measures adopted by an underdeveloped country in further- 
ance of its economic development. 


Article XIX-3-a allows the Organization to disapprove of action taken by 
a contracting party to compensate for escape clause action by another if 
circumstances warrant. 


Article XXIII gives the Organization power to authorize a contracting 
party to adopt compensatory measures to offset action by another party 
in violation of the Agreement. Again, the question involved is not only 
whether compensatory action is justified in the circumstances, but what 
kind of compensatory action would be appropriate in the circumstances. 
These are matters that cannot be foreseen and appropriate action pre- 
scribed in advance. 


Article XXIV under which the Organization can approve proposals which 
do not fully comply with provisions relating to customs unions and free 
trade areas, depending on circumstances. 


7. The Contracting Parties to the GATT, Press Release, GATT/66, Survey of 
the Sixth Session, October 29, 1951, p. 2. 


8. Withdrawal of United States concessions from Communist dominated areas 
was required by Section 5 of the Trade Agreements Extension Act of 1951. 


9. “The organizational provisions of the General Agreement on Tariffs and 
Trade should be renegotiated with a view to confining the functions of the 
contracting parties to sponsoring multilateral trade negotiations, recommend- 
ing broad trade policies for individual consideration by the legislative or 
other appropriate authorities in the various countries, and providing a forum 
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for consultation regarding trade disputes. The organizational provisions re- 
negotiated in accordance with this recommendation should be submitted to 
the Congress for approval either as a treaty or by joint resolution.” 
Commission on Foreign Economic Policy, Report to the President and 
the Congress, January, 1954, p. 49. 


10. See Vernon, pp. 15-18. 


1l. The waivers granted by the Organization include the following: 
Waiver granted the United States te terminate obligations to Czecho- 
slovakia, 6th session; 
Waiver granted the United States to accord preferences to imports from 
the Trust Territory of the Pacific Islands, Article I, 2nd session; 
Waiver for Italy to accord special customs treatment to certain Libyan 
products, Article I, 6th session; 


Further waiver for Italy to accord special customs treatment to certain 
Libyan products, Article 1, 7th session; 


Waiver granted in connection with the European Coal and Steel Com- 
munity, Article I, XIII, 7th session; 

Waiver to United Kingdom in connection with items not bound in 
Schedule XIX and traditionally imported duty-free from Common- 
wealth countries, Article I, 8th session; 

Waiver allowing Australia to grant or increase tariff preferences to pri- 
mary products of Papua and New Guinea, Article I, 8th session. 
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V. 
ISSUES RAISED BY GATT 


Much of the discussion of GATT relates to its detailed 
legal and economic aspects. Before considering these matters, 
however, mention should be made of certain broad purposes 
of GATT which it is not believed will be widely challenged. 

Since 1948 there has been a great expansion in the value 
and volume of our trade with the world. The value of world 
trade as a whole during each of the last three years has been 
more than double that of the best pre-war year and, of even 
more significance, the volume of world trade has been roughly 
25 percent higher during each of these years than at any time 
in history.’ It is impossible to isolate the contribution of any 
one of several factors causing this expansion. Moreover, even 
if it were possible to determine what GATT’s share in the 
growth of trade has been this would not tell the whole story. 
A large part of GATT’s achievement is not in positive measur- 
able benefits but in what it has prevented. 


Prevention of Trade Warfare 


Certainly there is a striking contrast between the commer- 
cial policies throughout the world following World War II as 
compared with World War I. Following World War I there 
was nothing comparable to GATT to hold protectionist forces 
in check, and increasing tariffs and other forms of trade re- 
strictions were so universal as to create virtually a chronic 
state of trade warfare. It is true that since World War II there 
have been many trade restrictions, largely to meet balance-of- 
payments difficulties growing out of wartime dislocations. But 
any wave of protectionism such as swept the world after the 

Footnotes for this section begin on page 83 
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first world war has been conspicuously absent since World 
War II. Even the restrictions growing out of wartime disloca- 
tions have been the subject of constant international consultation 
under rules laid down in GATT, and are now on the wane. 
As stated by C. D. Howe, Canadian Minister of Trade and 
Commerce: “. . . While we all know that GATT is an imperfect 
document . . . I am convinced that without the General Agree- 
ment the dislocations resulting from the second world war 
would have been much more persistent . . .” * 

If GATT should be terminated, and if no provision were 
made to hold tariff rates and other restrictions at the level es- 
tablished by the Agreement, the general situation in interna- 
tional relations might well become similar to that following 


World War I.® 


GATT’s Relation to National Security 


It must also be kept in mind that GATT is more than an 
instrument of international commercial policy. It has import- 
ant implications from the standpoint of our foreign policy as 
a whole. Our total foreign policy is built on a network of 
alliances. It has been specifically recognized that these alli- 
ances cannot be purely military. A military alliance requires 
a strong economic base because modern total war depends in 
large part on coordinated economic strength. It requires that 
political and military harmony shall not be marred or dis- 
rupted by economic discord. Trade cooperation strengthens 
and unifies the free world. Trade restrictionism and disputes 
weaken and divide.* GATT is the main intergovernmental 
instrument of free world commercial cooperation.® In the 
field of commercial relations GATT is a counterpart of our 
military alliances. 

The Randall Commission Staff Papers cover this point as 
follows: 


“*. .. Having assumed the role of world leadership, the 
United States has found itself concerned with much more 
than its immediate trade relations with each of the coun- 
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tries with which it deals directly. Its concern has now 
become that of developing a workable system of inter- 
national trade which will bolster the strength of the free 
world as a whole and which will minimize economic and 
political stress among free world nations.”* 

Legal and Economie Issues 


The review of GATT by the CONTRACTING PARTIES in 
Geneva, which began in the latter part of 1954, will result in 


some changes in the Agreement, perhaps substantial ones. The 
recommendations of the Commission on Foreign Economic 
Policy (Randall Commission) regarding the GATT, which 
were accepted by the President, call for the submission to Con- 
gress of the revised organizational provisions.’ Congress will 
almost certainly take the occasion to examine the agreement 
as a whole, however, even though action may be required only 
on that part relating to the Organization’s powers. 

There has been opposition to GATT in this country, and 
Congress itself has been at some pains to register doubt con- 
cerning it. The stage is therefore set for a definitive congres- 
sional determination of this Government’s position in relation 


to GATT. 


Legal Issues 


The United States has been participating in GATT on the 
legal basis that it is an executive agreement negotiated by the 
President with the prior authorization of Congress in the 
Trade Agreements Act of 1934, as amended.’ Congressional 
approval of GATT has not been sought in the past because 
such action was considered unnecessary.” 


GATT has been criticized on legal grounds as follows: 


That the Trade Agreements Act is an unconstitutional 
delegation of legislative power; 


That the Trade Agreements Act contemplated only the 
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negotiation of bilateral agreements, not a multilateral 
agreement such as GATT; 


That some of the authority granted by Congress to the 
President has been unconstitutionally “redelegated” by 
him to the GATT Organization. 


Constitutionality of the Trade 
Agreements Act 


Under our Constitution the Congress cannot delegate any 
of its legislative power to another branch of the Government.” 
This is in accordance with the separation of powers principle, 
by which governmental power is distributed by the Constitu- 
tion among the three branches of the Government—legislative, 
executive, and judicial. None of the three may abdicate or 
transfer any of the power expressly granted to it by the su- 
preme law of the land. 

The Trade Agreements Act involves the general powers 
to tax, and to regulate, foreign commerce, and the specific 
power to make and set tariff rates."* The Congress cannot 
delegate the law-making function with respect to any of these 
matters to the Executive. The Supreme Court has held, how- 
ever, that the Congress has performed this law-making func- 
tion whenever it lays down, by legislative act, a policy em- 
bodying an intelligible principle.” This principle, or guiding 
rule, governs the discretionary power of the President in ad- 
ministering the Act. His discretion is limited to what is proper 
in applying the principle. 

Although the constitutionality of the Trade Agreements Act 
itself has not been tested in the courts, there appears to be 
ample legal authority for the view that the Congress has met 
constitutional requirements by laying down an “intelligible 
principle” for the guidance of the Executive.** In the Trade 
Agreements Act the main principle laid down is that reductions 
in the United States tariff shall correspond to action taken by 
other countries for the benefit of United States exports, i.e., 
the “reciprocity” principle.” 
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The constitutional validity of the Trade Agreements Act 
has been re-examined each time the Act has come before Con- 
gress for renewal, and since 1934, the Act has been renewed 
nine times. Congress has in this way, therefore, repeatedly 


acted in accordance with the view that the Act is constitution- 
ally valid.’ 


Validity of a Multilateral Agreement 


The validity of GATT has been attacked on the ground that 
““. ..atrade agreement, as originally contemplated under 
the Act of 1934, was bilateral in form. The United States 
and one other country agreed to reduce certain of their 
tariffs.” 


and that 


“*. . . the State Department claims it is acting under the 
authority of the Trade Agreements Act and its several 
extensions despite the fact that Congress, in a number 
of bills in recent years, has added a caveat which states, 
‘the enactment of this Act shall not be construed to de- 
termine or indicate the approval or disapproval by the 
Congress of the Executive Agreement known as the Gen- 
eral Agreement on Tariffs and Trade’.”””* 


The grounds on which this position is based are not clear. 
The Trade Agreements Act does not limit the President to the 
negotiation of bilateral agreements. The Act authorizes him “to 
enter into foreign trade agreements with foreign governments 
or instrumentalities thereof”.’® Nothing has been found in the 
legislative history of the Act to indicate that Congress intended 
to confine the authority to the negotiation of bilateral agree- 
ments. Nor does logic suggest any such limitation. The purpose 
of the Act was to expand foreign markets for products of the 
United States. If a multilateral agreement, consistent with all 
the provisions and limitations in the law, were found by the 
President to be the best means of accomplishing the Congres- 
sional purpose, the presumption clearly would be that a multi- 
lateral agreement would be permissable. 
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The “Redelegation” of Authority 


A further contention is that the President has no authority 
to accept decisions taken by the GATT Organization; that in 
so doing, he in effect is “redelegating” to an international body 
power which was originally granted to him by Congress, and 
that such “redelegation” is legally invalid.” It is argued that, 
in consequence, the United States is bound to an arrangement 
by which it can be outvoted by a “hostile majority.” Circum- 
stances may arise in which the United States dissents from a 
decision by the Organization. The United States, as one mem- 
ber with one vote among thirty-four, may be powerless to block 
the decision even though the effect may be to alter benefits we 
obtain under the agreement or involve an interpretation of our 
own obligations. 


The United States can assume new obligations only through 
negotiations and subject to the limitations established by the 
Congress. The GATT can, however, reduce or modify these 
obligations, and those of other countries as, for example, 
through its waiver and interpretive powers.” Whether, from 
the standpoint of our national interest, it is necessary or desir- 
able to give such powers to the GATT Organization is a ques- 


tion of policy not of law. The only legal question is whether 
the Congress or the President shall determine that it is neces- 
sary or desirable to give such powers to an international or- 
ganization. 

Those who support the view that the President has authority 
for such a decision argue that such authority stems from two 
sources, as follows:” 

The first of these is the Trade Agreements Act. The broad 
purpose of that Act is to expand the foreign commerce of the 
United States. A basic principle by which the President must 
be guided in carrying out this purpose is the principle of re- 
ciprocity. As long as the President conforms to this principle 
and to the other limitations and standards in the Act, the 
decision as to how to effectuate the purposes in view is within 
his discretion. 
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The “intelligible principle” of reciprocity, to which the 
President must conform, is a theme that permeates GATT.” 
On the particular question of GATT’s powers, the President, 
in submitting to majority decisions of the Organization does 
so only because of, and on condition that, the other parties do 
so. Such an arrangement is part of the mechanism for expand- 
ing the foreign commerce of the United States in accordance 
with the purposes of the Trade Agreements Act. GATT also 
conforms to all the other limitations and standards in the Act. 

Court decisions recognize that 


6 


. . . congressional legislation which is to be made effec- 
tive through negotiation and inquiry within the interna- 
tional field must often accord to the President a degree 
of discretion and freedom from statutory restriction which 
would not be admissible were domestic affairs alone in- 
volved.” 


The second source of the President’s authority for partici- 
pating in an organization such as GATT is his broad powers 
under the Constitution to conduct the foreign relations of the 
United States.** The Supreme Court, in dealing with a differ- 
ent but related subject has called attention to the existence of 
this authority, as follows: 


“It is important to bear in mind that we are here deal- 
ing not alone with an authority vested in the President 
by an exertion of legislative power, but with such an 
authority plus the very delicate plenary and exclusive 
power of the President as the sole organ of the Federal 
Government in the field of international relations—a 
power which does not require as a basis for its exercise 
an act of Congress, but which, of course, like every other 
governmental power, must be exercised in subordination 
to the applicable provisions of the Constitution . . .”™ 


The present decision to submit the organizational provi- 
sions of GATT to Congress will settle the redelegation issue if 
Congress approves them,” since Congress as well as the Presi- 
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dent would have made the decision as to what organizational 
powers are necessary or desirable from the standpoint of the 
United States. 

Since the Executive seems to have legal authority to partici- 
pate in an organization such as GATT, the President’s decision 
to submit the organizational provisions to Congress presum- 
ably does not mean that he has conceded the validity of the 
redelegation argument. His decision to submit the matter to 
Congress apparently must be regarded as a policy rather than 
a legal decision.” 


The Underlying Economic Issue 


There are some who oppose GATT primarily on constitu- 
tional or other legal grounds. But usually such arguments by 
those opposing and those supporting GATT are an outgrowth 
of basic convictions on economic policy. The main underlying 
issue, therefore, is the old tariff issue that has been so long 
debated in this country. 

There is agreement by responsible people on both sides 
of this question that the basic objective of our economic policy 
is to promote the prosperity and security of the United States.” 
This is important not only to us. It is also vitally important 
to the rest of the free world. On the basis of any economic 
test that can be applied, we stand out as the economic colossus 
of the world.” Our economic position in the world is such that 
if freer trade would hurt our economy, it would seriously hurt 
our friends in the rest of the free world. Therefore, even when 
the broad political and security considerations involved in our 
relations with our free world allies are taken into account, the 
main issue remains: what kind of an international trade policy 
will be best for the American economy.” 


Who Benefits From Increased Imports? 


Those who benefit include the general consumer and indus- 
trial users of imported goods. The general consumer benefits 
from a greater variety of lower priced goods imported in fin- 
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ished form. Many domestic producers benefit from obtaining 
imported materials at favorable prices, which enables them to 
improve their product or lower their costs, maintain or expand 
their production and maintain or expand employment.” More- 
over, owing to the growth of our population in relation to our 
natural resources, and to the depletion of exhaustible resources, 
our dependence on imports is a growing one.” 

Freer international trade is also important to our producers 
who sell abroad.* This latter fact appears to have been promi- 
nent in the President’s mind in making his recommendations 
to Congress. He stated in his message that failure to move in 
the direction of freer trade “will directly threaten our domes- 
tic economy, for it will doom our efforts to find ways by which 
others . . . can buy our goods.” Having in mind that foreign 
aid will be tapering off, he went on to say that the only prac- 
ticable alternative to more imports would be to reduce our 
exports. The President called it a very important fact that 
over four million American workers depend on international 
trade for their employment. This latter figure includes workers 
who derive employment through handling and processing of 
imports, but much the greater proportion consists of workers 
who derive employment from exports. 


Who Objects to Increased Imports? 
Producers who have difficulty in meeting the competition of 
foreign goods in this market feel they are hurt by tariff reduc- 
tions. Those speaking on behalf of such producers state that 
a large segment of American production consists of “import 
vulnerable” industries. They say that imports of foreign goods 
are taking substantial segments of the American market and 
thus threatening the American wage levels and standard of 
living; that the real question is whether foreign trade can be 
maintained or carried on at satisfactorily high levels without 
threatening or causing market disruption, unemployment, loss 
of pay and, at this particular time, generating deflationary 
forces that might spell a recession or a depression. In gen- 
eral, the position is that imports work hardship on a sub- 
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stantial portion of our population and that this segment of our 
population is so large that it cannot be hurt without hurting the 
whole United States economy. 

The effect of increased imports on such producers may be 
to force them to shift production to different but related prod- 
ucts or even to entirely new kinds of production. Such shifts 
are likely to be for the ultimate benefit of the capital and labor 
concerned since the new activities normally will be those in 
which productive efficiency of capital and labor, and hence 
their returns, are higher. But there is no doubt that the process 
of making the shift may in some cases involve loss and hard- 
ship to those concerned, and, in consequence, to their com- 
munities. The extent to which such shifts are, or may be, 
required under the kind of policy embodied in GATT therefore 
needs to be examined. 


Seriousness of Adjustment Problem 


As to the effect of GATT thus far, no serious adjustment by 
protected industries has been required, since in only four cases 
has the President found it necessary to afford relief under the 


escape clause. Changed conditions may, however, lessen the 
effectiveness of the protection afforded by existing rates so that 
increases may seem called for by the industries concerned. But 
as long as GATT remains in force, tariff increases will be 
impossible or difficult to obtain. There is also the fear that 
additional rate reductions under GATT may create new and 
more serious adjustment problems. 


There is a wide variation in estimates and a wide differ- 
ence of opinion on the extent of the adjustment that may ulti- 
mately be required if the GATT policy is continued.” It is said 
by opponents of freer trade that “the State Department seems 
to feel that the American producer is expendable in the interest 
of our foreign policy,’** and that “should we consign all our 
‘marginal’ producers to the ash heap, vast areas of the west 
and other parts of the country would be turned back to the 
wilderness.”** 
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On the other hand the Staff Papers of the Randall Com- 
mission give a very different view of the problem. They state 
that: 


“Even if all tariffs were to be suspended, the proportion 
of the total domestic market that would be supplied by 
imports would be small, and the area of likely displace- 
ment of domestic production (on the basis of continuation 
of the economic conditions prevailing in 1951) would be 
very small.” 

* * * 

“It should be held in mind that we are considering im- 
mediate impacts only. If the United States were to follow 
a policy of permanent freer trade, numerous adjustments 
in the economy would be made. In the absence of gov- 
ernmental interference it is likely that after the adjust- 
ments had been made there would be more imports, more 
exports, and more production (and, hence, jobs) than 
before." 


With reference to the potential displacement of workers in 
the case of a 50 percent tariff reduction (a much larger reduc- 
tion than is contemplated in the President’s message), the Staff 
Papers estimate that such displacement would be from 92,000 
to 202,000, with a median figure of 109,000 as the approxi- 
mate figure. This equals less than one-fifth of one percent of 
our labor force.**® Adjustments on a much greater scale are 
constantly in progress to meet the competition of new products 
and new processes and the constantly changing pattern of com- 
petition within this country.” 

In considering problems of adjustment it should be care- 
fully noted that whatever policy we adopt, someone is going 
to have to do some adjusting. Readjustment problems will not 
be avoided by shutting out imports. Our producers who find 
it difficult to meet foreign competition would thereby escape 
adjustment difficulties; but such difficulties would merely be 
shifted to our numerous and importa: industries who rely on 
exports for disposing of a part of their production. 
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The Administration’s Position on Trade 
Policy 


On the basis of all the considerations mentioned above, 
the interests affected by a policy of freer trade may be cata- 
logued as follows. Such a policy contributes to the security of 
the whole nation through its unifying effect on the free world; 
it contributes to the prosperity of all our people as consumers, 
and it contributes to our prosperity by maintaining outlets 
abroad for our numerous export producers. On the other side 
of the ledger are the interests of our import-vulnerable produc- 
ers and the effect their adjustment difficulties may have on the 
national economy. 


All aspects of the problem will presumably be given con- 
sideration by Congress when GATT and the Trade Agreements 
legislation are before it. The President is already clearly on 
record with respect to the underlying issue of trade policy. In 
his message of March 20, 1954 to the Congress he said: 


“*. . . If we fail in our trade policy, we may fail in all. 
Our domestic employment, our standard of living, our 
security, and the solidarity of the free world—all are 
involved. 

“For our own economic growth we must have continu- 
ously expanding world markets; for our security we 
require that our allies become economically strong. Ex- 
panding trade is the only adequate solution for these two 
pressing problems confronting our country.” 


FOOTNOTES 
1. The figures used in determining the increase in the value of world trade are 
taken from: 
United States Department of Commerce, Foreign Commerce Yearbook, 
Bureau of Foreign and Domestic Commerce, Washington, 1911-1938. 
International Monetary Fund, International Financial Statistics, May, 
1954, Vol. III, No. 5, Washington, (1950-53). 
The statement on the increase in volume is based on material from: 


The Contracting Parties to the General Agreement on Tariffs and Trade, 
International Trade , 1952, Geneva, June, 193, p. 1. 
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The Contracting Parties to the General Agreement on Tariffs and Trade, 
International Trade, 1953, Geneva, June, 1954, p. 7. 


2. Press Release, GATT/116, September 21, 1953, p. 1. 


3. For evidence supporting this statement, see Chamber of Commerce of the 
United States, International Trade Policy Issues, Washington, February, 1953, 
pp. 8, 17, 18. 


4. The late Joseph Stalin, commenting on restrictions between free world 
countries said: 

“The most important result of the Second World War in its economic 
consequences must be considered the disintegration of a united, all- 
embracing world market. This circumstance determined further the 
deepening of the general crisis of the capitalist system.” 

se ¢ 8 

“But from this it follows that the sphere of application of the forces 
of the chief capitalist countries to the world resources will not expand 
but will contract, that conditions of the world market of sale for these 
countries will grow worse, and idlness of enterprises in these countries 
will increase. In this, properly speaking, there consists a deepening of 
the general crisis of the world capitalist system in connection with the 
disintegration of the world market.” 


Excerpts from Stalin’s Statement of Policy on Soviet Economy and 
on World Affairs as printed in the magazine Bolshevik. Quoted in 
the New York Times, October 4, 1952. 


. Many cases in which the GATT has settled disputes and thus eased political 
tensions are cited in: Raymond Vernon, “America’s Foreign Trade Policy 
and the GATT,” Essays in International Finance, No. 21, Princeton Uni- 
versity, October, 1954, pp. 15-18. 


6. Commission on Foreign Economic Policy, Staff Papers, Washington, Febru- 
ary, 1954, p. 275. 


7. Exactly what will be submitted to Congress is not known at this time. The 
organizational provisions are only a smal] (though critically important) part 
of the Agreement. GATT consists mainly of extensive general provisions 
which lay down the substantive rules on a great variety of matters, and 
comprehensive tariff schedules with many thousands of specific commitments 
on the tariff treatment of specified products. Since the general provisions and 
tariff schedules have been negotiated under authority of the Trade Agree- 
ments Act there would seem to be no need for submitting them to Congress. 
Nor would it be desirable to submit them since Congressional experience in 
dealing in detail with tariff rates was a major reason for delegating this 
authority to the President. It is probable, therefore, that only provisions 
relating specifically to the powers of the Organization will be submitted. 

8. Among others, the American Tariff League and the Nationwide Committee 
of Industry, Agriculture and Labor on Import-Export Policy have voiced 
strong opposition to GATT. 

Congressional doubt has been expressed through the inclusion of a state- 
ment in the Trade Agreements Act Extensions of 1951, 1953, and 1954 that: 
“The enactment of this Act shall not be construed to determine or indicate 


the approval or disapproval by the Congress of the Executive Agreement 
known as the General Agreement on Tariffs and Trade.” 


uw 
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9. The United States can become a party to an international agreement either 
by treaty, or by executive agreement. The distinction between the two is 
solely a matter of United States constitutional law, not international law. 
A President can ratify a treaty “provided two-thirds of the Senators 
present concur.” (Article II, Section 2 of the Constitution). Agreements 
made by the Executive which are not submitted to the Senate are 
generally classified as either (1) “agreements made pursuant to authority 
contained in acts of Congress”; or (2) “agreements entered into purely as 
executive acts without legislative authorization.” (Green H. Hackworth, 
Digest of International Law) (United States Government Printing Office, 
Washington, 1953), Vol. V, p. 390, citing memorandum of the Solicitor of 
the Department of State, August 23, 1922. For a more exhaustive study of 
United States practice on this entire subject, see Hackworth’s work, previously 
cited. 

. See, for example, testimony of Mr. Winthrop G. Brown, as Director of the Of- 
fice of International Trade Policy, Department of State. Hearings before the 
Committee on Finance of the United States Senate, 81st Congress, Ist Session, 
February 24-March 8, 1949, on H. R. 1211, An Act to extend the authority 
of the President under Section 350 of the Tariff Act of 1930, as amended, 
and for other purposes, Part 2, p. 1050. GATT criticisms discussed here 
derived from Senator Milliken’s (R.-Colo.) interrogation of Mr. Brown, 
which covered substantially every point, issue, and provision of GATT. 


. Article I, Section 1 of the Constitution confers upon Congress “all legislative 
powers” granted to the Federal Government. 


Article I, Section 8 of the Constitution specifies, in part, that “the Congress 
-< have power to lay and collect taxes, duties, imposts, and excises . 
“to regulate commerce with foreign nations. . .” 


. A notable case dealing with the issue of a legislative delegation of tariff- 


making powers to the Executive is Hampton & Co. v. U. S. (276 U. S. 394, 
1928). This case validated Section 315 of the Tariff Act of 1922, which 
authorized the President to take tariff action deemed necessary to equalize 
the costs of production at home and abroad. The Court in a decision written 
by Chief Justice Taft recognized this as the “intelligible principle” of the Act. 
At one point in its decision, the Court referred to the broad, but basic, 
issue of the practical operation of our government under a separation of 
powers principle. One branch may “invoke the action of the two other 
branches in so far as the action invoked shall not be an assumption of the 
constitutional field of action of another branch, in determining which the 
extent and character of that assistance must be fixed according to common 
sense and inherent necessities of the governmental coordination.” (at p. 406). 
The Congress can empower the Executive to act by a delegation of power if 
a vital distinction is recognized. This is the distinction between a “delega- 
tion of power to make the law, which necessarily involves a discretion as to 
what it shall be, and conferring an authority or discretion as to its execution, 
to be exercised under and in pursuance of the law. The first cannot be done; 
to the latter no valid objection can be made.” (at p. 407). Thus, “if Congress 
shall lay down by legislative act an intelligible principle to which the person 
or body authorized to fix such rates is directed to conform, such legislative 
action is not a forbidden delegation of power.” (at p. 407). 


Furthermore, “the same principle that permits Congress to exercise its 
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14. 


15. 


rate-making power in interstate commerce, by declaring the rule which shall 
prevail in the legislative fixing of rates, and enables it to remit to a rate- 
making body created in accordance with its provisions the fixing of such 
rate, justifies a similar provision for the fixing of custom duties on imported 
merchandise.” Under the Interstate Commerce Act, Congress delegates power 
to the Interstate Commerce Commission to fix rates ‘which are reasonable 
and not discriminatory.” As the Court noted, the constitutionality of this 
delegation has been upheld in several cases, including Interstate Commerce 
Commission vy. Goodrich Transit Co. (224 U. S. 194). 


In one other case besides the Hampton Case, the Supreme Court studied the 
constitutional aspects of a congressional delegation of tariff-making authority 
to the Executive. Field v. Clark (143 U.S. 649) validated Section 3 of the 
Tariff Act of 1890, which authorized the President to suspend the duty-free 
status of any tariff item whenever he finds that duties on United States prod- 
ucts are “reciprocally unequal and unreasonable”. Section 3, the Court said, 
“. .. does not. in any real sense, invest the President with power of legisla- 
tion.” The President was empowered “to examine the commercial regulations 
of other countries and form a judgment as to whether they were reciprocally 
equal and reasonable ... (and therefore) what the President was required 
to do was simply in execution of the act of Congress. It was not the making 
of law. He was the mere agent to the law-making department to ascertain and 
declare the event upon which its express will would take effect. . .” The Court 
cited a long list of statutes dating back to the time of the adoption of the 
Constitution, In the Court’s opinion, the discretion granted to the President 
in the bulk of this legislation left “the exercise of the power to his unre- 
stricted judgment.” 

Two attempts to “test” the constitutionality of the Trade Agreements Act 
were dismissed on technical grounds which ignored the constitutional issues 
involved. (Fletcher v. U.S., 92 F. (2d) 713; and Wislar v. U.S., 97 F. (2d) 
152, Cert. den. 59 Sup. Ct. 93). 


The issue of the constitutionality of the Trade Agreements Act has been 
discussed in Francis B. Sayre, The Way Forward (The Macmillan Co., 
New York, 1939). Chapter VII. Substantially the same discussion can 
also be found in Mr. Sayre’s article, entitled “Constitutionality of the Trade 
Agreements Act,” which appeared in the Columbia Law Review, Vol. 39, p. 
766. See also Senator Walter George’s critical analysis of the issue when it 
was first before the Congress in 1934. Congressional Record, Vol. 78, pp. 
10072 ff; Department of Justice memorandum, Senate Hearings on Trade 
Agreements Act, 1940, p. 741; Department of State memorandum, House Way- 
and Means Committee Hearings on Trade Agreements Act, 1937. p. 1941. 

On the specific issue as to whether the Trade Agreements Act lays down a 
sufficiently definite standard to make the Act valid, see “The Trade Agree- 
ments Act of 1934.” Yale Law Journal, Vol. 46, p. 647, and pp. 661-665. 
Cases on this point are reviewed and the conclusion is reached that “in the 
perspective of past decisions there can be little doubt as to the validity of 
the Trade Agreements Act.” (p. 664). See also Green H. Hackworth’s article 
in the American Bar Association Journal, Vol. 21, pp. 570-573. Mr. Hack- 
worth has served in the past as Legal Adviser to the Department of State. 

The “intelligible principle” of reciprocity, or reciprocal tariff-bargaining, is 
set forth in the framework of several limitations and standards. The President 
could not, for instance, change existing tariff rates by more than 50 percent, 
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nor could he transfer any article between the dutiable and free lists. Provi- 
sion was made for interested persons to give their views regarding impending 
tariff negotiations, and the basic delegated authority had to be renewed by 
Congress periodically. Taken in their entirety, they would seem to meet 
even the stricter constitutional requirements governing a delegation of power 
in the domestic field. The point that the President has a great deal more 
discretion in exercising delegated authority in international affairs than in 
domestic affairs is amply discussed in U.S. v. Curtiss-Wright Export Corp. 
(299 U.S. 304, 1936). As under earlier tariff acts, the President was not 
asked to perform a law-making function, which would obviously be invalid 
He was merely asked to administer the legislative policy once he “finds as a 
fact” that the foreign trade of the United States is being unduly restricted. 


During original passage of the Trade Agreements Act in 1934, much was 
made of the fact that previous attempts to negotiate reciprocity treaties re- 
quiring further Congressional approval had ended in disappointments. Only 
three such treaties ever came into effect. Twelve so-called “Kasson Treaties” 
were negotiated by the Administration’s special reciprocity commissioner, 
Mr. John A. Kasson, under authority of the Tariff Act of 1897. None was 
approved by Congress. In marked contrast, under the Act of 1890, thirteen 
executive agreements were negotiated with prior Congressional approval (as 
in the case of the Trade Agveements Act), and only one failed, due to 
action of a foreign government. Under the Act of 1897, nine agreements 
were made effective. Summarizing this experience, the United States Tariff 
Commission said in 1933, while the Trade Agreements bill was being drafted: 
“The past experience of the United States with respect to the difficulty of 
obtaining reciprocal tariff concessions by means of treaties and the greater 
success in negotiating Executive agreements under previous authorization by 
the Congress may be significant as a guide to future policy regarding meth- 
ods of tariff bargaining.” (Italics added.) (Hearing on the Trade Agreements 
Extension Act of 1937, House Committee on Ways and Means, January 21-26, 
1937, p. 126). 


The constitutionality of the Trade Agreements Act was frequently debated, 
especially during occasions of renewal prior to World War II. The argument 
has only rarely been heard since the war. The Congress often considered the 
familiar argument that the Act transferred both legislative and treaty-making 
powers to the President. A similar argument, contesting Executive action 
authorized under Section 3 of the Tariff Act of 1890, was dismissed by the 
Court in Field v. Clark. 

The House Ways and Means Committee gave “particular attention to the 
question of constitutionality” of the original legislation. It concluded that 
“the proposed bill goes no further than many previous enactments of the 
Congress; in fact, it follows a current of legislation enacted from the early 
days of our history.” (73d Cong. 2d Sess., H. Rep. 1000, p. 7; ibid., S. Rep. 
871, p. 10.) The same committee recommended not only renewal, but re- 
newal with extended executive authority in the Trade Agreements Extension 
Act of 1945. In doing so, it stated that (1) “no constitutional or other legal 
considerations require Senate ratification of trade agreements and (2) the 
Trade Agreements Act involves no improper delegation of legislative power.” 
(7%h Cong., Ist Sess., H. Rep. 594. pp. 10-11). (See also 75th Cong., lst 
Sess., H. Rep. 166, pp. 14-16; 76th Cong., 3d Sess., H. Rep. 1594, pp. 34-36; 
ibid., S. Rep. 1297, pp. 5-8.) In the 1937 debates on renewal of the Trade 
Agreements Act, Repr. Vinson, later Chief Justice of the Supreme Court, said 
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17. 


18. 
19. 


21. 


of the two charges against the Act: “For the life of me, I cannot understand 
how this defense would be set up at this time . . . This matter is really not 
debatable. The placing of this discretion in the Chief Executive of the United 
States is not an unconstitutional delegation of power.” (8lst Cong. Rec., p. 
1028). See also Senate Committee on Finance hearings on 1940 renewal, in 
which the Attorney-General presented a memorandum upholding the validity 
of the Trade Agreements Act, pp. 728-743. 


“Foreign Trade Troubles Ahead,” Article by Richard H. Anthony, Executive 
Secretary, The American Tariff League, Inc., in the Commercial and Finan- 
cial Chronicle, September 5, 1954. 


See text, as amended. U. S. Code, Title 19, Section 1351. 


Fundamentally, this argument attacks the practical basis of operation of 
almost every international organization of which the United States is a mem- 
ber. Involved here is the accepted practice of those organizations to act as 
an organization upon a vote of its members, usually by majority, sometimes 
by two-thirds. 

The United States is a party to many international agreements whose organ- 
izational powers are quite similar to GATT in purpose and effect. To cite 
briefly, there is the International Monetary Fund; the International Civil 
Aviation Organization; the International Wheat Agreement; the International 
Court of Justice; the Universal Postal Union; and the Indo-Pacific Fisheries 
Council. The latter two are, in fact, cases of executive agreements establish- 
ing an organization without specific Congressional approval. The Interna- 
tional Wheat Agreement of 1953, moreover, authorizes an international body 
to require a member to take affirmative action. The Congress has approved 
this agreement, and passed necessary enabling legislation to carry out its 
purposes. 


See Section IV above. 
Refer to Mr. Winthrop G. Brown’s testimony, as cited in footnote 6 above. 


The obligations which the United States assumes under GATT result from 
the multilateral, simultaneous tariff negotiations held under its auspices. 
Throughout these negotiations the United States was guided by the principle 
of reciprocity, as set within the framework of the standards and criteria of 
the Trade Agreements Act. The fundamental problem in the continuing 
administration ef GATT is to maintain this original reciprocal relationship 
between our obligations, and the obligations of other parties to the United 
States. It should be noted here that reciprocity has never been interpreted 
to mean that the United States should receive a strict dollar-for-dollar benefit 
equivalent to one which the United States granted to another country. From 
a practical standpoint, this is virtually impossible to achieve. It seems reason- 
able to assume, moreover, that the Supreme Court would hold to a similar 
view, judging from what it has said regarding the practical difficulties in 
applying the cost-of-production formula of the Tariff Act of 1922. See 
Hampton decision, p. 406. From the outset of the Trade Agreements Program, 
it was recognized that there are occasions in which the reciprocity principle 
might be impaired due to somewhat unforeseeable circumstances. Thus, the 
various bilateral trade agreements generally contained safeguards to ensure 
that if such circumstances resulted in impairment of a benefit, consultation 
leading to possible renegotiation could be requested by the injured party. 


88 








23. 


24. 


27. 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 142] 


Two major provisions of these agreements were written into GATT, largely 
on American initiative. These are the escape clause provision of Article 
XIX, and the nullification or impairment clause of Article XXIII. Both 
allow an opportunity for a party who feels aggrieved to take compensating 
action to restore the balance. Refer further to Mr. Brown's testimony, cited 
in footnote 6 above. 


United States v. Curtiss-Wright, previously cited. 


See footnote 6 above. The President’s general power to conduct foreign rela- 
tions cannot be found in any particular place in the Constitution. It is 
commonly referred to as an aggregate power, resulting from a combination 
of several specific powers granted to the President. In determining the powers 
of an organization-such as GATT, the President can rely not only on his 
delegated authority, but also on authority, independent of Congress, which 
he derives directly from the Constitution. 


Furthermore, if Mr. Justice Sutherland’s vigorous doctrine of “external 
sovereignty” is accepted, the President has additional and supplementary 
authority to conduct the foreign relations of the United States. Sutherland 
declared in the Curtiss-Wright case that the federal government is presumed 
to have all the attributes of a sovereign nation. These attributes (and 
corollary powers), he said, stem not only from the Constitution, but from 
the fact that the United States is a sovereign nation in the family of na- 
tions. Even if the powers necessary to conduct our foreign relations were 
not adequately expressed in the Constitution, the federal government still 
is presumed to have such powers as “necessary concomitments of nationality.” 
These “inherent powers” which the Federal Government has must of necessity 
be exercised by the President. The exercise of such powers necessarily in- 
volves, to a large extent, the power of decision as to the nature of our 
international commitments. (See Edward S. Corwin, The President, Office 
and Powers, New York University Press, 1940, p. 253). 


The Curtiss-Wright case (299 U.S. 304, 1936) involved a joint resolution of 
Congress authorizing the President to embargo the export of arms to disput- 
ants of the Chaco War in 1936. 


There appears to be no constitutional issue involved as to the form this Con- 
gressional approval may take. It may take the form, for example, of a joint 
resolution passed by a majority of both houses of Congress. This procedure 
has been used in the past, on such occasions as the 1845 annexation of Texas, 
the 1934 United States adherence to the International Labor Organization 
and the 1945 membership in the International Monetary Fund. 


See Staff Papers, p. 276. 


. Commission on Foreign Economic Policy, Report to the President and the 


Congress, Washington, January, 1954, p. 2. 


With only 5 percent of the world’s population, the United States is produc- 
ing more than 40 percent of the world’s goods. Our almost overwhelming 
importance in the world economy is shown by the fact that the United States 
accounts for almost one-fifth of the total world trade. In 1952 the value of 
United States foreign trade was about 60 percent more than the next most 
important trading nation and nearly 300 percent more than the third most 
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30. 


31. 


32. 


33. 


important trading nation. Our exports, for example, were nearly equal in 
1952 to the combined exports of all the non-Communist areas and nations 
in the Far-East, Oceania, Middle-East, and Africa, while our imports were 
not only larger than those of any other country, but were almost twice as 
great as the aggregate imports of South and Central America. 


On this point the Bell Report states: 

“.. . The concept of the national interest in trade policy must start 
with the principle that the object of trade policy is to strengthen the 
national economy, to increase aggregate domestic production, and to 
raise levels of real income and standards of living in the economy as 
a whole. Beyond that, the national interest in trade policy must be con- 
cerned with the relation of trade to the defense and security of the 
United States, including its effect on foreign relations.” 


A Trade and Tariff Policy in the National Interest, A Report to the 
President by the Public Advisory Board for Mutual Security, Wash- 
ington, February, 1953, p. 63. 


Paul Hoffman and Harry Scherman made this point as follows: 


“There is hardly a manufactured product we make—either of con- 
sumers’ or producers’ goods—that does not greatly depend, directly or 
indirectly, upon some imported materials for its quality, its market- 
ability in quantity, its lower price, and, in many cases, its very exist- 
ence . . . The point usually overlooked . . . is that imports have far 
more of an influence on both the kind and amount of employment we 
have than do our exports. Until this indispensability of imports in our 
entire pattern of production is widely and sharply recognized, in all 
its detail, our international trade policies will continue to be distorted— 
as they have been for decades—by the basic error that exports are 
beneficial to domestic employment and that imports somehow lessen our 
total employment.” 


Committee for Economic Development, “International Trade, Foreign 


Investment, and Domestic Employment,” 1945. Footnote by Harry 
Scherman and Paul G. Hoffman, p. 11. 


The President’s Materials Policy Commission (Paley Report) estimates that 
within the next twenty to twenty-five years the United States will require a 
50 to 60 percent increase in the supply of raw materials. 
Resources for Freedom, Foundations for Growth and Security, Vol. I, 
A Report to the President by the President’s Material Policy Com- 
mission, June, 1952, p. 59. 


For example, over the period 1949-52 average annual exports of the following 
agricultural products were as follows: rice, 39%; cotton, 38%; wheat and 
flour, 37%; grain sorghums, 31%; tobacco, 26%; and soybeans and prod- 
ucts, 20%. 
Similarly, many manufacturing industries rely on exports for disposing of a 
substantial part of their production. In 1950, for example, the percentage 
of total production exported of some manufactured products were as follows: 
textile machinery, 25%; machine tools, 22%; tractors, 21%; printing ma- 
chinery, 19%; oil field machinery, 16%; diesel engines, 13%; motor trucks, 
11%; film rentals, 40%; and agricultural machinery, 11%. 

A Trade and Tariff Policy in the National Interest, A Report to the 
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President by the Public Advisory Board for Mutual Security, Wash- 
ington, February, 1953, pp. 8-9. 


The most extreme estimate of the number of people potentially involved in 
adjustment problems is made by the Nationwide Committee of Industry, 
Agriculture and Labor on Import-Export Policy. They say that “fully 25 
percent (15 million workers) of all those employed in the United States, 
directly or indirectly, are found in import-vulnerable industries, branches 
of agriculture, mining, fishing, lumbering, etc.” The Committee goes on to 
give a list of such “import-vulnerable” industries. 
O. R. Strackbein, “Free Trade a Form of Economic Pacifism,” 
Nationwide Committee of Industry, Agriculture and Labor on Im- 
port-Export Policy, Washington, December, 1953, p. 10. 
This list includes several industries which are large exporters. For 
instance, the sewing machine industry is cited, yet almost 20 percent of 
the domestic production of this industry has been exported. Also cotton, 
a large proportion of which is exported, is cited as “import-vulnerable.” 
Can an industry that is able to compete successfully abroad be regarded 
as “import-vulnerable?” Does the figure of 15,000,000 workers employed 
in “import-vulnerable” industries include all workers in industries in 
which only one segment may be having difficulty with foreign com- 
petition? 


35. Richard H. Anthony, “Foreign Trade Troubles Ahead,” Commercial and 


Financial Chronicle, September 5, 1954. 
See Strackbein, Free Trade ... p. 10. 


37. See Staff Papers, p. 302. 


See Staff Papers, p. 384. 


The Bell Report states: 


“There have been a number of occasions in the postwar period when 
the economy has adjusted itself on a vast scale without serious difficulty. 
Reconversion after the war involved the reduction of domestic arms and 
munitions production by tens of billions of dollars, in which production 
millions of workers were employed. Yet the economy promptly adjusted 
itself to a new pattern of production, and total employment was larger 
after than during the war. The American economy is highly flexible, 
and as long as business is expanding there is usually little difficulty in 
absorbing workers from one industry into another.” 

A Trade and Tariff Policy in the National Interest, A Report to the 

President by the Public Advisory Board for Mutual Security, 
Washington, February, 1953, p. 66. 
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SUMMARY OF THE PROVISIONS 
OF THE GENERAL AGREEMENT 
ON TARIFFS AND TRADE 


Based on Department of State Publication 2983, Anal- 
ysis of the General Agreement on Tariffs and Trade, 
Commercial Policy Series 109, Washington, November, 
1947, pp. 195-206; and “GATT in Action,” Third 
Report of the Operation of the General Agreement on 
Tariffs and Trade, THE CONTRACTING PARTIES 
to the GATT, Geneva, January, 1952, pp. 34-46. 


GENERAL PROVISIONS 


The general provisions of the Agreement are divided into 
three parts. 

Part I gives legal effect to the tariff concessions set out in 
the Schedules of the Agreement and, in addition, lays down 
the basic rule of nondiscrimination in tariff and customs mat- 
ters generally. 

Part II deals with barriers to trade other than tariffs, such 
as quotas, protective excise taxes, restrictive customs formal- 
ities and the like. 

Part III deals with procedural matters, and with other 


questions relevant to the Agreement as a whole. 


Part I—Tariffis and Preferences 


Article I—General Most-Favored-Nation Treatment. 
Article I incorporates the most-favored-nation clause in its 
unconditional and unrestricted form. 

This clause is the cornerstone of nondiscrimination in 
international commercial relations. Its purpose is to make 
certain that the tariffs applied by each party to the Agreement 
to products imported from the other parties will not be higher 
than the tariffs applied to the same products when imported 
from any other country. Thus, the clause provides a guaran- 
tee that when American exports arrive in a foreign country 
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which is a party to the Agreement they will not be faced with 
a tariff higher than the tariff applicable to competing exports 
from some other country. 

The most-favored-nation clause as included in bilateral 
trade agreements entered into in the past by the United States 
and other countries has always been subject to exceptions which 
permitted the establishment, maintenance and increase of pre- 
ferences between certain areas, such as, for example, between 
the areas comprising the British Empire, between France and 
its colonies, and between the United States and Cuba. 

The General Agreement is unique in that it contains a 
blanket limitation on all such preferences so that they cannot 
be increased above the levels in effect on a date prior to the 
Agreement. This general binding of preferences extends not 
only to products on which concessions have been granted in 
the Schedules of the Agreement, but to all products entering 
into international trade, and represents a commitment above 
and beyond the reductions and eliminations of preferences 
on particular products provided for in the Schedules. The 
limitation at existing levels of every preference on all products 
is an effective bar to new preferential arrangements in the 


future and is an essential and far-reaching step towards the 
agreed goal of eliminating all forms of discriminatory treat- 
ment in international commerce. 

The most-favored-nation provisions of the General Agree- 
ment also extend to export taxes. Export taxes have in the 
past largely served as a means of restricting or diverting ex- 
ports of raw materials. 


Article Il—Schedules of Concessions, Article II in- 
corporates, as a legal and integral part of the Agreement, the 
tariff concessions set forth in the Schedules. It provides, in 
general, that the products listed in the Schedules will not be 
subject to any ordinary customs duties higher than those spe- 
cified in the Schedules and, in addition, will not be subject to 
any supplementary charges on importation higher than those 
in force on October 30, 1947. 


93 





1426; CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Article II also safeguards the tariff concessions against 
adverse changes in methods of tariff valuation or currency 
conversion; against changes in tariff classifications; and against 
unwarranted increases in rates of specific duties in the event 
of currency depreciation. 


Part IlI—Non-Tariff Trade Barriers 


Article I1]—National Treatment on Internal Taxa- 
tion and Regulation. Tariff concessions can easily be nulli- 
fied by internal excise taxes or other internal regulations 
which operate to protect home industries by laying greater 
burdens on the imported than on the domestic product. Such 
discriminatory taxes and regulations also introduce confusion 
into international trade transactions in general because they 
confront the foreign trader with hidden trade barriers in addi- 
tion to the direct barriers raised at the customs border. 

Article III is designed to do away as far as possible with 
such internal trade barriers and to require that any protection 
given be in the form of measures applied openly against im- 
ports at the time of importation. 

To this end the Article provides that all internal commodity 
taxes which apply to imported products must apply equally 
to the like domestic products; that internal regulations in gen- 
eral may not treat imported products less favorably than do- 
mestic products; and that any internal quotas or “mixing” 
regulations (which require the consumption of foreign or 
domestic products in specified amounts or proportions) must 
not restrict imports to an extent greater than they did at the 
time of the signature of the Agreement and must be subject to 
negotiation for their further limitation or elimination. 


Article [V—Special Provisions Relating to Cinemat- 
ograph Films. Article IV, relating to motion-picture films, 
recognizes that the economic peculiarities of the film trade 
make import duties an unsuitable device for affording legiti- 
mate protection to national film industries. Internal quantita- 
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tive regulations relating to exposed cinematograph films must 
take the form of screen quotas and conform to certain require- 
ments. These quotas are subject to negotiation, like customs 
duties, for their modification or removal. 


Article V—Freedom of Transit. Article V provides for 
the free movement of goods and vehicles across national ter- 
ritories on routes convenient for international transit. 


Article VI—Antidumping and Countervailing Duties. 
Antidumping and countervailing duties, the proper purpose of 
which is to offset export dumping and subsidization, have fre- 
quently been misused for the purpose of hampering normal 
competition in international trade. Article VI lays down rules 
confining the use of these snecial duties to the circumstances in 
which they are justified and limiting them to the amounts nec- 
essary to accomplish their proper purpose. 


Article VII—Valuation for Customs Purposes. This 
article sets forth the general principles upon which imported 
goods are to be valued for customs purposes. In brief, valua- 
tion is to be based on the actual value of the imported mer- 
chandise, and not on the value of goods of national origin or on 
arbitrary or fictitious values. 


Article Vil]—Formalities Connected with Importa- 
tion and Exportation. The contracting parties recognize that 
fees and charges, other than duties, imposed on imports or 
exports, should be limited to the cost of the services rendered 
and should not represent a taxation of imports or exports or an 
indirect protection to domestic products. Further, they recog- 
nize that formalities and documentation relating to matters 
such as consular invoices, quantitative restrictions, licensing, 
exchange control, etc. should be decreased and simplified. The 
contracting parties are required to take action in accordance 
with these principles and objectives “at the earliest practicable 
date.” 
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Article IX—Marks of Origin. Article IX provides for 
nondiscriminatory treatment in the application of requirements 
for the marking of imported products to indicate their origin, 
and for the liberalization of marking regulations. 


Article X—Publication and Administration of Trade 
Regulations. Article X is designed to assure full publicity 
and fair administration in the matter of laws and regulations 
affecting foreign trade. 


Article XI—General Elimination of Quantitative 
Restrictions. This Article contains the general prohibition 
against quotas and sets forth certain “permanent” exceptions. 
The main permanent exception would permit the imposition of 
an import quota on a foreign agricultural product if the pro- 
duction or consumption of the like domestic product is also 
subject to restriction in equal degree. The purpose of this 
exception is to allow the continuation or establishment of gov- 
ernmental controls over agricultural production which are 
necessary to prevent heavy surpluses of farm products and 
drastic price declines. An example is the United States Sugar 
Act of 1937 under which all sugar consumed in the United 
States, whether of foreign or domestic origin, is subject to 
limitation with a view to maintaining prices at reasonable 
levels. 

The other permanent exceptions set out in Article XI are 
of a relatively minor nature. 


Artcle XII—Restrictions to Safeguard Balance-of- 
Payments. This Article relates to the use of quantitative re- 
strictions necessary to safeguard a country’s balance of inter- 
national payments and the value of its currency. It takes 
account of the situation of a country which does not possess 
enough foreign exchange to pay for all of the imported goods 
that its population would normally purchase and consume and 
recognizes that such a country may have to limit the overall 
volume of imports by means of quantitative restrictions, thus 
conserving foreign exchange for the purchase of those imported 
goods which are most essential to the economy. 
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Rules are laid down to assure that quantitative restrictions 
permissible for balance-of-payments reasons will not be used 
for other purposes or under other circumstances. 


Article XII1I—Nondiscriminatory Administration of 
Quantitative Restrictions. The object of this Article is to 
apply the principles of most-favored-nation treatment to the 
administration of quantitative restrictions. A prohibition or 
restriction on imports from, or on exports to, any contracting 
party must be similarly applied to trade with all other coun- 
tries. In applying restrictions contracting parties are required 
to aim at a distribution of trade approaching as closely as 
possible the shares which the various contracting parties might 
be expected to obtain in the absence of the restrictions, and to 
this end they are required to observe certain principles in the 
administration of quotas and licenses. If, for instance, a quota 
is allocated among supplying countries, the allocation is to be 
based upon trade during a previous representative period while 
taking account of any special factors involved. 


Article XIV—Exceptions to Rule of Nondiscrimina- 
tion, Article XIV sets out certain necessary exceptions to the 
rule that quantitative restrictions must be nondiscriminatory. 
It recognizes that a country in balance-of-payments difficulties 
may sometimes be able to conserve its monetary reserves, and 
increase its total imports, by purchasing more than the normal 
share of imports from particular foreign countries. This would 
be true, for example, if a country, hard-pressed to find enough 
foreign exchange to pay for all that it wanted to buy from 
abroad, had accumulated as part of its monetary reserves a 
stock of “inconvertible” foreign currencies which could not 
be used for payments everywhere in the world but only to 
pay for imports from a particular country. In such cases, Ar- 
ticle XIV recognizes that too rigid an application of the rule 
of nondiscrimination might reduce, rather than enlarge, total 
world trade, and provision is therefore made for enough flexi- 
bility to permit the working off of inconvertible currencies. 
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Article XV—Exchange Arrangements. This Article is 
designed to make sure that countries will not circumvent the 
rules regarding quantitative restrictions by resorting to ex- 
change controls having a similar effect on trade. To this end, 
it is provided that parties to the General Agreement shall either 
become members of the International Monetary Fund (which 
lays down agreed international rules governing the use of ex- 
change controls and techniques) or else enter into a special 
exchange agreement with the CONTRACTING PARTIES con- 
taining substantially the same safeguards as the Fund Agree- 
ment. In any case, parties to the General Agreement may not 
use exchange controls, even though consistent with the Fund 
Agreement, which would “frustrate the intent of the provisions” 
of the General Agreement. 


Article XVI—Subsidies. This Article provides that if 
a subsidy is used which increases exports or decreases imports 
of any product, it must be reported to the CONTRACTING 
PARTIES together with a statement of the reasons why the 
subsidy is necessary and an estimate of its effect on trade. 
If it is determined that the subsidy is causing serious prejudice 
to the trade of one of the parties to the Agreement, the country 


granting the subsidy must, upon request, consult with the other 
party or parties concerned as to the possibility of limiting the 
subsidy. 


Article XVII—Nondiscriminatory Treatment on the 
Part of State-Trading Enterprises. This Article is intended 
to prevent discrimination among contracting parties through 
state purchases and sales. Each contracting party undertakes 
that if it establishes or maintains a state enterprise, or grants 
exclusive or special privileges to any enterprise, the purchases 
and sales will be consistent with the principles of nondiscrim- 
inatory treatment prescribed for governmental measures affect- 
ing imports and exports by private traders. Purchases and 
sales by such enterprises are to be made in accordance with 
commercial considerations, and the enterprises of other con- 
tracting parties are to have opportunities to compete. 
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Article XVIII—Governmental Assistance to Eco- 
nomic Development and Reconstruction. This Article 
recognizes the special problems of underdeveloped countries 
which may need to use nondiscriminatory trade measures, 
otherwise forbidden by the Agreement, in order to encourage 
infant industries. The Article provides that such measures may 
be used if the prior approval of the CONTRACTING PARTIES 
is obtained. If the product is one of those listed in the country’s 
Schedule of tariff concessions, however, the country wanting to 
adopt the measure must also reach substantial agreement with 
the party with which the concession was negotiated and other 
parties interested in it. Detailed procedures are provided to 
assure an adequate examination of the facts in each case and 
the expeditious and fair handling of applications to employ 
development measures. 


Article XIX—-Emergency Action on Imports of Par- 
ticular Products. I[t is provided in Article XIX that conces- 
sions may be withdrawn or obligations suspended if, in view 
of unforeseen developments, they result in increased imports 
so substantial as to cause or threaten serious injury to home 
producers. There must, however, be consultation with the 
other affected countries, either before or immediately after 
withdrawing the concession, with a view to reaching agree- 
ment. If agreement is not reached, and the action is neverthe- 
less taken, the other parties affected by the action can then 
withdraw equivalent concessions. 


Article XX—General Exceptions. This Article con- 
tains the provisions, which have traditionally appeared in com- 
mercial treaties, for action to protect public morals, public 
health, national treasures, etc. In addition, the Agreement does 
not prevent the adoption, subject to certain safeguards, of 
measures essential to the acquisition or distribution of prod- 
ucts in short supply or to the control of prices or the liquida- 
tion of surplus stocks subsequent to the War; these measures 
were to be removed by January 1951, but were extended. 


9 
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Article XXI—Security Exceptions. Additional excep- 
tions are set out in Article XXI, which states that the Agree- 
ment is not meant to require any contracting party to furnish 
information against its essential security interests, to prevent 
the protection of security interests relating to fissionable mate- 
rials, traffic in arms, etc., or to prevent action in pursuance 
of obligations under the United Nations Charter for the mainte- 
nance of peace. 


Article XXII—Consultation. Each contracting party is 
required to afford opportunities for consultation on any rep- 
resentations that may be made concerning the operation of 
the Agreement. 


Article XXIII—Nullification or Impairment. Com- 
plaints that benefits which should accrue under the Agreement 
are being nullified or impaired are to be addressed in the first 
instance to the contracting party concerned. If no satisfactory 
adjustment is effected, the CONTRACTING PARTIES may be 
asked to investigate and to make recommendations or give rul- 
ings; they may authorize injured parties to suspend obligations 
or concessions, but in that event the party complained against 
may withdraw from the Agreement. 


Part Ill—Procedural and Other Matters 


Article XXIV—tTerritorial Application—Frontier 
Traffic—Customs Unions—and Free Trade Areas. This 
Article recognizes that the closer integration of national econ- 
omies is a desirable objective and that a customs union may 
serve to facilitate trade between the participating countries 
while not raising barriers against the trade of others. Accord- 
ingly, the Agreement does not prevent the formation of a cus- 
toms union, provided the duties and other trade regulations 
will not on the whole be higher or more restrictive than those 
previously in force. In the event that two or more contracting 
parties conclude an interim agreement for the formation of a 
customs union they are required to notify the CONTRACTING 
PARTIES who will examine the details of the plan and judge 
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whether the agreement is likely to result in a union within a 
reasonable period of time. The formation of a free-trade area, 
i.e., a group of two or more customs territories in which the 
duties and other restrictive trade regulations are eliminated on 
substantially all the trade between them is treated similarly. 
However, the CONTRACTING PARTIES may, by a two-thirds 
majority, approve a proposal for the formation of a customs 
union or a free-trade area even though it does not fully comply 
with the requirements of this article. The difference between 
a free-trade area and a customs union is that the countries 


forming a free-trade area are not required to adopt a common 
tariff. 


Article XXV—Joint Action by the Contracting Par- 
ties. The contracting parties are required to hold meetings 
from time to time to give effect to those substantive provisions 
which require joint action and to facilitate the operation of 
the Agreement. This Article contains an important clause per- 
mitting an obligation imposed upon a contracting party by the 
Agreement to be waived provided this is approved by two- 
thirds of the votes cast and by more than h:'!f of the contracting 
parties. 


Article XXVI—dAcceptance, Entry into Force and 
Registration. At the present time the Agreement is being 
applied provisionally. Provisional application has been made 
effective for the metropolitan territories of all contracting par- 
ties and for the dependent territories of Belgium, France (with 
the exception of Morocco), the Netherlands and the United 
Kingdom (with the exception of Jamaica). Under Article 
XXVI, the Agreement will be brought into force definitively 
when it has been accepted by governments whose territories 
account for 85% of the total external trade of those which 
negotiated at Geneva in 1947. The percentage requirement 
could be met by the adherence of the United Kingdom, the 
United States, Benelux, France, Canada (which were, in that 
order, the pricipal trading nations in 1938) and three other 
countries. 
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Article XX VII—Withholding or Withdrawal of Con- 
cessions, Article XXVII takes account of the possibility that 
one or more of the countries which participated in the negotia- 
tions at Geneva may fail to apply the Agreement, either defi- 
nitively or under the Protocol of Provisional Application, or 
that some country may withdraw its application of the Agree- 
ment. In such cases, Article XXVII would permit those coun- 
tries applying the Agreement to withhold or withdraw the 
particular tariff concessions provided for in the Schedules of 
the Agreement which, as disclosed by the records of the negotia- 
tions, had been initially negotiated with the country failing to 
apply the Agreement. However, since concessions are granted 
as a right to all contracting parties, a contracting party which 
withholds or withdraws a concession is required to consult with 
others substantially interested in the product concerned. 


Article XXVIII—Modification of Schedules. The 
rates of duty bound in the schedules were not to be altered be- 
fore January 1951. Thereafter, contracting parties were free 
to modify or cease to apply the treatment which they had 
agreéd to accord to individual tariff items provided they negoti- 
ated and reached agreement with the contracting parties with 
which the concessions were initially negotiated and subject to 
consultation with others having a substantial interest. If agree- 
ment could not be reached the modification or withdrawal could 
nevertheless be made, but in that event other contracting parties 
could withdraw equivalent concessions. The Article originally 
set January, 1951 as the deconsolidation date. The date has 
twice been postponed, and is now set for July 1, 1955. 


Article XXIX—The Relation of this Agreement to 
the Havana Charter. The principal link between the Agree- 
ment and the Havana Charter appears in this Article wherein 
the contracting parties undertook, pending their acceptance of 
the Charter, to observe to the fullest extent of their executive 
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authority the general principles of Chapters 1 to VI and of 
Chapter IX of the Charter. The non-entry into force of the 
Charter requires a decision of the contracting parties whether 
GATT should be “amended, supplemented or maintained.” 


Article XXX—Amendments. Article XXX _ requires 
that amendments to Part I of the Agreement, relating to the 
tariff schedules, may not be made effective until accepted by 
all of the contracting parties, and that other amendments will 
be effective, for all those parties accepting them, when they 
have been approved by two-thirds of the contracting parties. 
The Contracting Parties may decide that any government which 
has not accepted an amendment made effective under the two- 
thirds rule is free to withdraw from the Agreement or to remain 
a contracting party only with their consent. 


Article XXXI—Withdrawal. Any contracting party is 
free to withdraw from the Agreement, upon giving six months 
notice in writing, at any time after January 1, 1951, that is to 
say, three years after its provisional entry into force. (The 
Agreement is, however, still provisionally in force and by the 
Annecy Protocol any party may withdraw on 60 days notice). 


Article XXXII—Contracting Parties. Article XXXII 
is a technical one, designed to make it clear that any country 
which is applying the Agreement, whether definitively or pro- 
visionally, is to be considered as a contracting party under the 
terms of the Agreement. 


Article XXXIII]—Accession. Article XXXIII provides 
for the accession to the Agreement by countries other than 
those which participated in the negotiations at Geneva. Such 
accession must be by agreement with those countries which are 
at the time contracting parties to the Agreement, and would 
involve the negotiation of a schedule of tariff concessions to be 
granted by the acceding country. The terms upon which gov- 
ernments may accede to the Agreement are fixed by the CON. 
TRACTING PARTIES. Decisions on accession are taken by 
a two-thirds majority. 
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Article XXXIV—Annexes. Article XXXIV incorporates 
the Annexes as an integral part of the Agreement. The An- 
nexes, lettered A to I, relate to such matters as the description 
of the territorial preferential relationships referred to in Article 
I, and a number of definitions and interpretations of particular 
provisions of the Agreement. 


Article XXXV. This Article permits a contracting party 
to withhold application of the Agreement, or application of its 
own schedule, from another contracting party with which it has 
not entered into tariff negotiations. Under this Article, India 
has withheld application of the Agreement, and Pakistan has 
withheld application of its schedules, from South Africa. Cuba 
has withheld application of the Agreement from twelve of the 
thirteen countries which acceded following the conferences at 
Annecy and Torquay. 
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The United States Council of the International 
Chamber of Commerce is an association of private 
commercial enterprises and trade associations repre- 
senting the American business community in the In- 
ternational Chamber of Commerce. The ICC is a 
federation of similar associations representing the 
interests of private enterprises in thirty-five countries. 

The International Chamber of Commerce draws 
upon the combined experience and judgment of busi- 
ness executives in many nations to develop ‘solutions 
to international economic problems. The United 
States Council, in addition to providing for American 
participation in this process, makes independent 
studies of developments in the United States that 
effect our nation’s international commercial interests. 
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FOREWORD 


As an organization of American businessmen concerned with 
international trade, the United States Council has been keenly 
aware of the important relationship between foreign economic 


policy and national security. 


In previous publications analyzing the General Agreement on 
Tariffs and Trade, the proposed Organization for Trade Coopera- 
tion and other measures designed to expand trade, the Council 
has dealt only incidentally with the question of how this expansion 


would affect national defense. 


In this latest study, the Council’s Committee on Commercial 
Policy has undertaken to specifically compare the effect on 


national security of the alternative policies of exposing essential 


industries to competition or protecting them by restricting 


imports. 


We believe the observations and conclusions contained in this 
report deserve the most careful consideration by businessmen and 
others concerned with giving our military establishment the 


strongest possible industrial base. 


Tuomas J. Watson, Jr., Chairman 


United States Council 
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SUMMARY AND CONCLUSIONS 


. There is a growing awareness of the relationship between 


national security and foreign trade policy. 


. Certain industries and agricultural groups have pressed vig- 


orously for the restriction of competing imports on the grounds 


of protecting the domestic defense mobilization base. 


The national security argument for restricting imports has 


these serious weaknesses: 


(a) It is an inefficient method of protecting the defense mo- 
bilization base and can be a very costly method even 


though the cost is concealed. 


It is a clumsy method which aids firms in the protected 
industry regardless of whether they need help and re- 
gardless of a particular firm’s potential ability to con- 
tribute to the defense effort. 


By reducing competition within the domestic market, 
import restrictions may significantly reduce the vigor of 


our economy. 


Import restrictions cannot protect the type of economy 
we need at present, which is an economy built around 
engineering and managerial skills capable of transferring 
resources rapidly and effectively from one use to another 


as defense needs change. 


Import restrictions cause us to exhaust our own natural 


resources more rapidly than we otherwise would. 


Import restrictions directly damage our system of alli- 
ances and friendly relations with other countries which 
are vital to our own survival, and they weaken these 


countries. 
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4. Expanding international trade, on the other hand: 
(a) Strengthens our ties with other friendly nations, 
(b) Helps them develop their economies, 

(c) Conserves our irreplaceable natural resources. 


(d) Particularly helps those domestic industries which are 


most likely to be of value in any defense effort, and 


(e) Significantly increases the vigor and pace of technological 


progress in our economy. 


For the above reasons, the U.S. Council believes that the 
federal government’s defense mobilization policies should be 
designed to foster a vigorous, adaptable economy in which 


there is rapid technological advance. The Council is convinced 


that growing international trade will contribute to this goal. 


National security is a vital national concern and it must not 
be jeopardized by actions which are inadequate or misguided 
because they are based on narrow considerations rather than 


the national welfare. 
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NATIONAL SECURITY AND INTERNATIONAL TRADE 


In recent years increasing attention has been given to the 
relationship between national security and foreign trade policy. 
In the interest of national security, recommendations have been 
made designed to increase our foreign trade but, on the other hand, 
there have been demands for new restrictions on our foreign trade 


for the same reason. 


This growing relationship between trade policy and national 
security has been reflected in legislation and administrative 
action. The 1954 extension of the Trade Agreements Act, the 
basic legislation governing our trade policy, admonished the 
President not to reduce the tariff on any item if such a reduction 
would threaten the domestic production needed for projected 
national defense requirements. The 1955 extension of this act 
contains special authority to the President to adjust imports of 
particular commodities when he finds that they are being imported 


in such quantities as to threaten the national security. * 


When the President increased the duty on watches in 1954 he 


cited national defense requirements in partial justification of his 


action. The Executive order issued on December 17, 1954 for the 


*See Analysis of the Trade Agreements Extension Act of 1955, U.S. Council of 
the International Chamber of Commerce, August 1955, pp. 7-9, for a fuller 
discussion of this special authority. The full text of this national security pro- 
vision reads as follows: 


“In order to further the policy and purpose of this section, whenever 
the Director of the Office of Defense Mobilization has reason to believe 
that any article is being imported into the United States in such 
quantities as to threaten to impair the national security, he shall so 
advise the President, and if the President agrees that there is reason for 
such belief, the President shall cause an immediate investigation to be 
made to determine the facts. If, on the basis of such investigation, and 
the report to him of the findings and recommendations made in con- 
nection therewith, the President finds that the article is being imported 
into the United States in such quantities as to threaten to impair the 
national security, he shall take such action as he deems necessary to 
adjust the imports of such article to a level that will not threaten to 
impair the national security.” 


83979 O—56—pt. 3——14 
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purpose of clarifying the administration of the Buy American 


Act contained a special exception in the case of government 
purchases which involved national defense considerations. These 
and other actions demonstrate the increased recognition of the 


tie between national security and foreign trade. 


The claim for special protection from import competition on 
this ground is being pressed with considerable vigor by various 
industries and agricultural groups. These industrial and agricul- 
tural producers. are attempting to demonstrate to the government 
agencies responsible for different aspects of foreign commercial 
policy both their own essentiality to the defense effort and their 


need for protection. 


THE CASE FOR RESTRICTING IMPORTS IN THE 
INTEREST OF NATIONAL DEFENSE 


At least since the time of World War I industrial and agricul- 
tural production has been recognized as a key element in the 
ability of any nation to wage war. It has also been recognized 
that certain types of production are of more strategic importance 


than others in the event of war or war preparation. 


As the next logical step in the argument, it is recognized that 
certain products can be produced more cheaply abroad. For some 
products the difference in the cost of production is such that even 
after the cost of transportation to the United States is added to 
the foreign price these goods can still be sold more cheaply in this 
country than similar domestically produced goods. Various 
factors can account for this foreign advantage in the production 
of some items. Lower foreign wages are most frequently cited 
as the cause. Although not so frequently mentioned, it can also 
result from richer natural resources, e.g. in lead and zinc, from 


highly developed craftsmanship or technology and resourceful 
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product development, as in the case of Swiss watches, from an 


artificially low effective exchange rate, or from other factors. 


Whatever the cause of the foreign advantage in particular 
products, some foreign products might provide stiff competition 
for the corresponding domestic product if they were allowed free 
access to the American market. It is possible that they could 
provide such difficult competition that the domestic production 


of the item would be significantly reduced. 


Those types of production which are both essential for a war 
effort and subject to this kind of competition from abroad, it is 
contended, must be protected from the full force of foreign com- 
petition. If such protection is not provided, according to this 
argument, domestic production will fall to a level so low that it 
would not provide a base for rapid expansion to meet war require- 
ments. Taken altogether the group of industries which must be 


kept ready to expand rapidly is called the mobilization base. 


There are a number of reasons, it is alleged, why many forms of 
production which are essential for security reasons and vulnerable 
to foreign competition cannot be expanded rapidly in the event of 
a defense necessity. Some are said to involve skills which require 
long periods of training. For others an active and continuous 
research program is alleged to be so essential that they would be 
unable to expand rapidly unless they had been operating in 
peacetime at a level which justified a sizeable research effort. 
In the field of natural resources a certain level of activity year in 
and year out may be necessary in order that adequate explora- 
tion and development work, which have notably long lead times, 
can be carried on. There are other factors as well. For these 
various reasons, most if not all of those forms of production 
which are essential to the defense effort must be maintained in 


peacetime at least at some minimum level, and certain groups of 
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producers have said that restriction of competing imports is 


necessary to maintain this minimum. 


The development of new weapons which increase the speed and 
effectiveness with which military and industrial centers can be 
attacked may add to the weight of this argument. In any future 
war, it is contended, there will not be time for the relatively 
leisurely mobilization such as we undertook in the Korean emer- 
gency. We will need plants in operation at once which can produce 
the weapons and other goods we require. Furthermore, our mo- 
bilization base will have to be large enough to withstand some 
losses from enemy attack while at the same time continuing to 


operate effectively. 


This chain of reasoning can lead to the conclusion that we must 
as a normal feature of our foreign trade policy maintain enough 
control over imports so that domestic production of essential 
types can be maintained at adequate levels. Furthermore, it can 
be pointed out that the United States stands as the principal de- 
fender of the non-communist world and that it is in the immediate 
interest of all other non-communist nations for the United States 


to maintain an adequate mobilization base. 


There is a supplementary point to be considered. Even though 
the over-all defense requirements may not have abated, rapidly 
changing technology may from time to time eliminate the need for 
certain industries in the mobilization base. When this occurs 
in a situation where, in response to defense needs, capital and 
labor had moved into a particular type of production which proved 
to be relatively uneconomic for this country, there would certainly 
be a case for not subjecting these types of production suddenly to 
the full force of foreign competition. The whole nation could be 


expected for some time to take some of the burden of assisting a 


redirection of these productive resources into fields where the 
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United States could compete effectively. This problem would 
only be serious if domestic resources were not being fully utilized 
at the time when industries were removed from the mobilization 


base. 


This is the essence of the case for restricting particular imports 
in the interest of national defense although certain other points 
might be cited in regard to particular products. This line of 
argument assumes that future defense requirements can be 
identified with satisfactory accuracy. As a minimum “satisfac- 
tory accuracy” means that the national defense effort at least is 
not harmed by any actions taken to prepare for war through 
diverting resources into the wrong types of production or through 
some other miscalculation. It also assumes that on balance the 
best method of aiding domestic producers in their competition 


with foreign producers is by means of restricting imports. 


Imports can be restricted in several ways, the tariff being the 
most traditional and widely used in this country. Increasingly, 
however, those urging the restriction of our imports for defense 
reasons have advocated the use of other devices. The most 
important of these is the import quota which provides a more 


complete control over imports.* 


THE ANALYSIS OF THE CASE 


The first step in analyzing this case for restricting imports is 
to review the efficiency of import restrictions for accomplishing 
the intended purpose, assuming for the moment that the critical 
types of production for defense purposes can be adequately 
identified in advance. There are several important points to be 

* Tariffs and quotas as devices to control imports are discussed at some length 
in G. A. T.T.: An Analysis and Appraisal of the General Agreement on Tariffs 


and Trade, U. S. Council of The International Chamber of Commerce, New York, 
1955, see especially pp. 39 to 41. 
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considered. First, is the fact that in every industry there is 
considerable variation among firms as to the profitability of their 
operations. Under normal conditions there are at the margin of 
each industry firms which are just able to make sufficient profits 
to keep in business. If the domestic demand for the industry’s 
product declines or competition from abroad becomes more vig- 
orous, it is these marginal firms which will leave the industry 
(possibly by switching to the manufacture of other products) 
thereby reducing the volume of the industry’s output. It is this 
group of firms that are just on the verge of unprofitable opera- 
tions which require government intervention to reduce the com- 
petition from abroad. When the government acts to reduce 
foreign competition for these firms, however, it necessarily re- 


duces the competition for all members of the industry. 


Beyond knowing that competition for the entire industry is 
reduced, however, it is very difficult*to anticipate the actual 
effects of increasing particular tariffs. The efficient firms in the 
domestic industry might decide to raise their prices moderately 
after the tariff increase and expand production. They might on 
the other hand decide.to raise their prices to the full amount 
permitted by the tariff and obtain additional profit on the same 
volume of production. In this latter situation, the ratio of im- 
ports to domestic production would probably not change appre- 
ciably, but both foreign and domestic producers would probably 


lose business because of higher prices. 


The foreign reaction to the imposition of new import restric- 
tions is predictable to the extent of knowing that it will be 
adverse to this country. The exact form this reaction will take 
is not predictable, however. Foreign producers may decide to 


cut their profit margins in an effort to maintain their position in 


the United States market or they may be driven to cutting costs 
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and improving their product beyond what they otherwise would 


have done. But under any circumstances United States import 


restrictions injure foreign producers, and the resulting pressures 
on foreign governments to retaliate against our exports are usu- 
ally not to be denied. In the past new import restrictions in the 
United States have caused these and other reactions. 


The advocates of import quotas to protect the domestic mo- 
bilization base point out that quotas offer more certain results 
since they establish a fixed quantity of a particular commodity 
which can enter the country within a given time period. The 
reaction of domestic producers to a lessening of foreign com- 
petition by quotas is just as unpredictable, however, as when the 


lessening is achieved by tariffs. 


Foreign producers have less freedom in their choice of response 
to import quotas. They cannot, for example, increase their ex- 
ports to the United States above the level permitted by the quota 
no matter how far they are willing or able to cut their prices or 


improve their product. 


Whatever advantages quotas may have over tariffs, however, 
must be weighed against certain disadvantages inherent in the 
use of quotas. We import most commodities from more than one 
country, and these imports usually go to more than one domestic 
distributor or industrial consumer. Since a quota establishes an 
absolute limit on the amount which can be imported, some 
system must be sought to divide these imports among the po- 
tential sources of supply abroad and among the domestic users. 
Usually the authorized imports are distributed on an historic 
basis, but quotas can never be set at permanent levels. Special 
allowances must be made for new firms entering the field either 
as producers or consumers. A sudden drop in domestic pro- 


duction of the regulated commodity, such as may happen par- 
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ticularly in agriculture, must be offset by raising quotas. The 
development of new products which are similar to those under 
quota may necessitate adjustments. Other factors also require 
continuous adjustment of the quotas. 


This requires the creation of an extensive government bureau- 
cracy to keep the quotas adjusted to the needs of our economy. 
Furthermore, since quotas exclude goods which would enter the 
country if economic considerations alone were controlling, power- 
ful profit motives develop to circumvent the quota system. This 
entails the creation of an enforcement staff and further govern- 


ment penetration into the workings of the business community. 


The uncertain effects of import restrictions raise some im- 
mediate doubts as to their value in connection with the national 
security. Our mobilization base is too vital to maintain it by 


unreliable techniques if better methods can be found. 


Restricting foreign competition does not necessarily mean that 
a domestic industry of adequate size will be maintained. Import 
restrictions only create a better opportunity for the domestic 


industry, but they do not insure its survival or production at a 


desired minimum level. 


It has been contended that import restrictions are a relatively 
cheap way of protecting the defense mobilization base. If tariffs 
are used, the government even collects money. Appearances are 
deceiving in this case. If domestic producers are less efficient 
than foreign producers, reducing the pressure of competition will 


not make domestic producers lower their costs. Indeed, if any- 


thing, reducing competition for domestic producers encourages 


them to become more careless about their costs of production. 


The higher cost of the relatively inefficient domestic production 


must be paid by someone. Ultimately, of course, it is the 
consumer. 
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The cost of maintaining the mobilization base by restricting 
imports is very real but is concealed, and concealment may have 
unfortunate results. 


Any government effort to prepare for possible future wars will 
require forecasts as to what types of production will be required 
at the time. Under the best of circumstances good judgments as 
to when particular defense needs may arise and the form they 
will take in the uncertain future are very difficult to make. The 
history of past mobilizations is full of accounts of incorrect 
guesses as to what types of production would be needed and of 


resulting wastage of resources. 


These judgments become particularly difficult, however, when 
import restriction is used as the technique for maintaining ade- 
quate levels of production. This is so because several of the 
influences which might restrain particular industries from de- 
manding special assistance on defense grounds do not operate 
when the assistance given is in the form of import restriction. 
Since the main cost of maintaining an industry at a given level 
by means of import restrictions is largely concealed, there is not 
likely to be much pressure to make sure that only the essential 
level of production is thus maintained. There is the further fact 
that since import restrictions, at least in the form of tariffs, have 
been considered unexceptional, the case for imposing them may 
not be given careful scrutiny. In other words, when import 
restrictions are used to protect the mobilization base there is at 


least a good chance that the review process will be inadequate. 


Another point which follows from this is the uncontrolled 
results of using import restrictions to maintain the mobilization 


base. When the import restriction device is used, those firms 


which are in the most exposed locations, or are otherwise poorly 


located from a strategic viewpoint, are encouraged just as much 
as those firms which are better located. 
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There is another consideration of importance in judging how 
effective import restrictions are for maintaining an adequate 
mobilization base. The purpose of import restrictions is to reduce 
competition in the domestic market, yet there can be no question 
of the fact that competition has been one of the most important 
influences in making American industry vigorous and efficient. 
By reducing competition within the country, it is certainly 


possible that the protected domestic industry would be allowed 
to grow flabby. 


There are many cases which can be cited where foreign com- 
petition has played an important part in making American 
industry more vigorous. American watch makers lagged behind 
their Swiss competitors in technology, watch design, and market- 
ing techniques. The light weight motorcycle market in the 
United States was first opened up by foreign producers, and 
foreign bicycle competition has forced increased efficiency on 


domestic manufacturers. 


In an article discussing the effect of foreign competition on 
three American firms, Fortune pointed out that competition from 
imports has been the only type of competition facing the single 
integrated American optical producer.* This competition has 
helped to stimulate this company to develop new products such 
as a non-fogging telescopic rifle sight and an inexpensive student 


microscope. 


In the same article there is a brief discussion of what happened 
to the British optical industry which was given protection from 
foreign competition for defense reasons. The article summed up 


the situation as follows: 


Because of the industry’s defense role, Britain has 
banned practically all imports of optical equipment since 


*Fortune, April, 1954, ‘Tariff Cuts: Who Gets Hurt?’’, pp. 138 ff. 
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the end of World War I. The result: Britain has lagged 
seriously behind the U. S. and Germany in optical 
equipment. 

Charles H. Percy, President of Bell and Howell Company, has 
often described the problems faced by his firm with competing 
foreign photographic equipment. He has made it clear that his 
company has been driven to developing improvements in their 
products which they never would have made had it not been for 


this foreign competition. * 


It would be a poor policy which sought to maintain the mo- 
bilization base in a way that permitted the essential industries to 
slow down their rate of technical progress and generally grow 


less efficient. 


This analysis of the case for restricting imports in the interest 
of national security has demonstrated that the case contains 
serious weaknesses. These weaknesses probably explain why the 
President has so infrequently taken steps to restrict imports on 
these grounds. As of now, the President has only cited national 
security as a correlative argument for restricting imports in one 
situation, and in that case he acted under the escape clause, which 
requires a finding of threatened or actual serious injury to a 
domestic industry as a result of increased imports following a 


tariff reduction without regard to security considerations. 


WHAT DEFENSE MOBILIZATION BASE 
SHOULD WE PROTECT? 


The adverse effect of reducing foreign competition raises a 
fundamental question about what it is that should be protected. 


The increasingly complicated and rapidly changing demands 


which the military makes on our economy strongly suggest that 


* See Percy, Charles, “A Free Trader Speaks,” The Allantic, June, 1955, p.58 ff. 
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the most important features to maintain in our economy are 
flexibility, adaptability, and vigor. This type of economy can 


shift its resources quickly to meet new demands. 


The Journal of Commerce reported recently that a group of 
industrialists are urging the Office of Defense Mobilization to 
make a fundamental review of the whole concept of the present 
mobilization base.t This group includes John S. Coleman, 
President of Burroughs Corp., Harold Vance, former chairman of 
Studebaker-Packard Corp. and now a member of the A. E.C., 
Thomas Reid, Director of Civic Affairs, Ford Motor Co., and 
Charles H. Percy. The essence of their argument is that with 
the revolution in close tolerance work and with increased job 
specialization the careful training of production workers decreases 


in importance. 


These industrialists point out that in World War IT unorthodox 
speed-up training methods produced workers able to perform 
tasks which formerly had required years of training. Auto- 
mation has also contributed to the growth of flexibility and inter- 
changeability so that now problems which once would have been 
serious can be met and overcome quickly. Mr. Coleman has 
stated that the only limitation on industry today is the ability 
to find qualified people in the pure and applied sciences. The 
rapidly changing nature of modern warfare highlights the im- 
portance of developing an economy which adjusts rapidly to 
changing needs rather than one built on present-day skills and 


patterns of production. 


In contrast, restricting imports to protect the mobilization 
base proceeds on the assumption that existing skills are essential. 


Import restrictions almost necessarily tend to make the economy 


more static. Handicraft skills are perpetuated at the expense of 


+ March 29, 1956. 
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the more dynamic industries which are increasingly the backbone 


of any defense effort. 


There are additional considerations involved in the argument 
to restrict raw material imports competing with our own pro- 
duction. It is true that certain levels of production in this field 
are necessary to maintain adequate rates of exploration and 
development of raw material resources. Further, it makes sense 
to keep this country in a condition such that it can, in an emer- 
gency, supply as large a portion of its raw material needs as is 
consistent with a rational use of our resources. The capacity to 
expand domestic raw material production might reduce the 
demand on shipping facilities in wartime and would reduce the 
hazard of defense production being disrupted for lack of critical 


materials. 


In spite of this, a policy which seeks maximum self-sufficiency 
in raw materials in peacetime without regard to the effects on 
foreign centers of production would be hazardous. It could 


easily reduce our capacity for self-defense. 


There is the inescapable fact that we will exhaust our own 
resources more rapidly to the extent that we restrict our use of 
imported raw materials. With less than a third of the free 
world’s oil reserves located in the whole Western Hemisphere, 
the United States alone consumes well over half of all free world 
oil, and domestic reserves would disappear rapidly if we used 
only United States, or even Western Hemisphere, crude oil. 
Already our lead, zinc, copper, and iron ore deposits, to mention 
a few, are rapidly approaching high cost, low yield production. 
Unnecessarily rapid consumption of these reserves will only 
hasten the day when heavy reliance on foreign resources, in 


peace and war, becomes inescapable. 
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The possibility of using lower grade domestic resources exists. 


Oil bearing shale and taconite can yield oil and iron, for example, 


but only at an appreciably higher cost. Higher real costs for raw 
materials mean a smaller end production for any given input of 
capital and labor. The more we are forced to rely on high cost 
domestic raw materials, therefore, the more we restrict the 


capacity of our economy to produce for peace or war. 


Unless we are willing to base our military strategy on the 
defense only of our own territory, or possibly the Western Hemi- 
sphere, we cannot assume in our mobilization base planning that 
vital sources of raw materials abroad will be lost to the free 
world. The Middle East, where two-thirds of the free world’s 
oil reserves are located, is a vital source of oil for our allies in 
N.A.T.O. This is also the nearest major source of crude oil for 
United States forces operating in Europe, and the Mediterranean 
region. There are many other cases where foreign sources of raw 
materials which are now marginal for the United States are 
crucial for our friends and allies. If our military strategy assumes 
that these resources can be used in wartime, our defense mo- 
bilization planning should take this into account. If, on the 
other hand, our military plans assume these resources will be 
lost, there is all the more reason to take advantage of the chance 
to use these resources in peacetime and save those we can rely 


on during a war. 


There are other foreign sources of raw materials, of course, 
which are of critical importance to the United States as well as 
to our allies. The raw materials necessary to build jet engines 
are not found in adequate quantity on the North American 
continent, for example. There are other vital raw materials 
which are not found here as well. As our population increases 
and our own resources are depleted, our dependence on foreign 


raw materials becomes greater year by year. Complete self- 
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sufficiency is impossible if we wish to maintain our present 
standard of living. 

There are those, however, who advocate that we make our- 
selves self-sufficient in those raw material fields where our 
reserves are at present capable of supplying our needs. In 
addition to placing an unnecessary drain on our own resources, 
such a policy could have the effect of reducing our access to raw 
materials which we must import. If we strove for a greater 
degree of self-sufficiency in raw materials than economic forces 
naturally grant us, this would mean the restriction or elimination 
of certain imports. If we limited raw materials imports widely, 
the disruption caused in world trade and production could be 
serious and extensive. A sharp decline in earnings from natural 
rubber, for example, can affect adversely the economies of 
Malaya, Indonesia, Thailand, and Ceylon. These countries are 
also sources of tin, oil, and other materials, and production of 
these materials can be reduced if economic distress causes po- 


litical disorder. 


THE IMPORTANCE OF OTHER FREE NATIONS 
TO THE DEFENSE EFFORT 

Not only are import restrictions an inefficient method of 
maintaining an adequate mobilization base, but they have other 
effects which may adversely affect the national security. In the 
world today we need allies and friends. We need them as sources 
of strategic materials. We need them as bases for our Strategic 
Air Command and other military forces. We need the military 
forces which other countries support. But more important than 
all of these we need friends and allies because we could not 
maintain our free system of government and our private enter- 


prise economy in the United States if the rest of the world fell 


under the sway of totalitarian forms of government.* 


* For a good discussion of the crucial need for allies see Nitze, Paul, Foreign 
Affairs, January 1956, “Atoms, Strategy and Policy.” 
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Import restrictions, however, tend to alienate other nations 
and may often weaken their economies. When we restricted the 
importation of watches and bicycles several of the nations which 
sold these items to the United States were injured and offended. 
When we restricted the imports of such agricultural products as 
figs, certain types of nuts, and dairy products we not only of- 
fended other nations but created serious economic hardship in 
several friendly and strategically located countries, hardships, 


incidentally, which the communists quickly exploited. 


Since the United States produces nearly half of the goods and 
services of all the non-communist nations combined, and con- 
sumes nearly half of all raw materials produced, our role in 
world trade is a large one even though it is not large in relation 
to our domestic gross national product. It is not surprising then 
to discover that the United States plays a key role in the foreign 


trade of many countries. 


In 1955, for example, the United States bought 60 per cent of 


all Canadian and Philippine exports and 40 per cent of Brazil’s 


exports. This country is normally the most important market 


for most of the Western Hemisphere countries. In 1955 the 
United States took nearly a quarter of Japan’s exports and 15 
per cent of India’s. Even though this country does not play so 
major a role in the foreign trade of Western European countries, 
in 1955 it purchased between 6 and 9 per cent of the exports of 


the United Kingdom, Germany, and Italy. 


The importance of the United States as a market for other 
countries becomes even clearer when one examines the statistics 
of particular commodities. For example, the United States buys 
about half of the United Kingdom’s alcoholic beverage exports, 
half of Indonesia’s oil exports, over half of Brazil’s coffee, and 


well over half of Malaya’s tin. The list could be greatly ex- 
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tended. Even in less likely products the United States is a 
significant market. To illustrate, in the first half of 1955 this 
country bought 7 per cent of West Germany’s auto exports and 


nearly a fifth of Sweden’s business machine exports. 


The United States is also, of course, the major supplier of 


many products to a large number of countries. 


Thus import restrictions which may seem of minor importance 
and interest in the United States often are matters of the gravest 


consequence to other friendly nations. 


One example will demonstrate this point. In 1951 the Con- 
gress attached a rider to the Defense Production Act imposing 
quotas on various dairy products. Although American connois- 
seurs of cheese may have suffered and although the market may 
have been improved for domestic cheeses, these restrictions did 
not demand or receive much attention in the U.S. In several 
Western European countries, however, where dollars are needed 
to buy essential goods from the dollar area, these restrictions 


caused economic dislocation and bitterness. 


President Eisenhower has frequently stressed the close link 
between a liberal trade policy and the national security. In his 
message on foreign economic policy of January 10, 1955 the 
President said: 

For every country in the free world, economic strength 


is dependent upon high levels of economic activity inter- 
nally and high levels of international trade. . . 

From the military standpoint, our national strength 
has been augmented by the over-all military alliance of 
the nations constituting the free world. This free world 
alliance will be most firmly cemented when its association 
is based on flourishing mutual trade as well as common 
ideals, interests and aspirations. 


In January of 1956, the President stated in a letter requesting 


approval of the legislation which would authorize United States 
83979 O—56—pt. 3——_15 
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membership in the Organization for Trade Cooperation that the 
need was “more essential today, now that the Soviets have 


stepped up their activities on the economic front.” 


The Secretary of Defense has consistently argued that trade 
liberalization will contribute to the national security. Assistant 
Secretary of Defense Gordon Gray, testifying for the Defense 
Department on the O.T.C. legislation recently stated before 


the Ways and Means Committee of the House of Representatives: 


It is important for us to keep in mind, I believe, the 
fact that the Communist threat in the world today is 
based upon more than an outright military threat. It 
includes an equally serious threat in the economic, politi- 
cal, and propaganda areas. By approving the Organiza- 
tion for Trade Cooperation, the United States will be 
showing to friendly countries and others that the Free 
World is presenting a solid front to aggressive threats in 
the economic area. It will also demonstrate to friendly 
countries that the United States people, as represented 
by their Congress, desire a continuity of purpose in 
promoting friendly, fair, and reciprocal trade relations. 


It is clear from these comments that restricting imports for 
national security reasons will harm the national security through 


the political and economic effects which it has upon our allies. 


FUNDAMENTAL PROBLEMS OF DEFENSE 


Since judgments of a strategic nature are implicit in all argu- 


ments to restrict imports for security reasons, it seems appro- 
priate to make a few observations on this subject. A growing 
list of men who have had considerable experience with various 
phases of defense planning have been calling attention to the 
novel problems arising in this field and the changes which they 


will require in our thinking. 
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No one would be foolish enough to try to predict precisely 
what type of war might be encountered at some uncertain future 
date. Even though it is entirely possible that we may be able to 
prevent another war altogether, prudence requires that we con- 


tinue our preparations to defend ourselves. 


There are a few thoughts about possible future hostilities 
which are worth considering. On the basis of present technology 
there seem to be four general types of hostilities which might 
occur: (a) guerilla wars such as that in Indochina, (b) limited 
wars of the Korean variety, (c) general wars in which atomic 
weapons if used at all are used for tactical purposes only, and (d) 
general wars in which atomic weapons are used both tactically 
and strategically. Each of these situations (or any variation or 
alternative type) presents a different set of problems, but we can 
be sure that no future war would put the same demands on the 


American economy as those we experienced in the past. 


Neither of the first two types of hostilities would involve a 
general disruption of world transportation and communication. 
In the event of either of these types of hostilities, therefore, the 
non-communist nations could take full advantage of their com- 
bined resources and special abilities. Through international trade 
in peacetime they generate the strength they could pool to meet 
such a challenge. 


The problems involved in a general war where atomic weapons 
were used, if at all, only for battlefield and other tactical pur- 
poses would be quite different. Many commentators think that 
this type of war is the least likely on the grounds that it would 
be impossible to confine the use of atomic weapons in the event 


of a general war. 


This general, but not completely atomic, type of war would 


probably come closest to the situation experienced in World 
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War II. World transportation might be seriously interrupted, 
and major centers of industrial production might be destroyed. 
Even in this type of situation, however, all of the available free 
world defense capabilities probably could still be used, and 
should be so as to have as little duplicated and wasted effort as 
possible. If we protect our domestic mobilization base by uni- 
lateral actions, which implicitly assume there will be no signifi- 
cant foreign mobilization base, the chances are that we will make 
our Own assumption come true, and an unnecessarily large part 
of the burden of defending the free world will fall on the United 
States alone. 


Import restrictions assist domestic production of particular 
industries at the expense of foreign production, and also it might 
be added, at the expense of other domestic industries. It has 
been pointed out before that import restrictions are an expensive 
and clumsy method of protecting defense industries. United 
States import restrictions would injure only ourselves and our 
friends since our trade with the Soviet bloc is negligible. Import 
restrictions would not encourage strategic production abroad in 
the most desirable places nor limit it in those places of least 


potential use to the free world. 


The importance of the foreign mobilization base is by no 
means hypothetical. The United States in its own self-interest 
has deliberately sought to expand the mobilization base both in 
Western Europe and in Japan. It has done this primarily 
through purchasing military goods abroad and also by economic 
and military aid programs. A trade policy built on the con- 
ception of a domestic mobilization base which ignores the im- 
portance of the friendly foreign mobilization base would be 


completely inconsistent with our military strategy. 


Defense planning must also take account of the possibility of 


a global war of an entirely unprecedented sort; all-out atomic 
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war, possibly involving the use of the intercontinental ballistic 


missile. Obviously, this type of war presents such a completely 


different set of problems from any encountered before that our 
whole thinking about national defense must be re-examined. 
Without doubt one of the most important new factors is the 
possibility that the first few days or weeks of such a war could 
be decisive. 


If the initial few weeks of an all-out atomic war were decisive, 
the whole concept of a mobilization base and strategic stockpiling 
of raw or partly fabricated goods would become obsolete. Stock- 
piling of strategic finished goods would probably be valuable, 
but there would not be enough time once such a war had begun 
to produce any significant quantity of goods and move them to 
the fighting front. Under these circumstances even plants which 
were actually producing weapons and other military goods when 
the fighting commenced would be of little significance in deter- 
mining the outcome. Those plants which were producing non- 
military goods could not possibly convert their production in 
time to be of any assistance, nor could plants which were being 


held in standby condition come into production. 


THE POSITIVE CASE FOR INTERNATIONAL TRADE 
IN THE INTEREST OF NATIONAL SECURITY 


International trade makes several significant contributions to 
the economic strength of the United States and to its ability to 
meet the demands of defense. United States leadership in 
re-creating a stable system of world trade among the non- 
communist nations plays an important role in strengthening the 
political structure of the whole free world and making the non- 
communist nations more willing and able to resist the pressure, 


whether overtly hostile or not, of the Soviet empire. 
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Speaking on the need for U. S. membership in the Organization 
for Trade Cooperation, which will further help the expansion of 


world trade, President Eisenhower said: 


Failure of the United States to assume membership in 
the Organization for Trade Cooperation . . . would strike 
a severe blow at the development of cooperative arrange- 
ments in defense of the free world. It could lead to the 
imposition of new trade restrictions on the part of other 
countries, which would result in a contraction of world 
trade and constitute a sharp setback to United States 
exports. It could result in regional realignments of na- 
tions. Such developments, needless to say, would play 
directly into the hands of the Communists. 


The first important contribution which international trade 
makes to the national security of the United States is the bene- 
ficial effect it has upon the general vigor and flexibility of the 
economy. The United States is so large that a great deal of 
internal competition is always present, but there are some vital 
areas where foreign competition has played an important role in 
keeping our technology up to date. Jet engines, electronics, 
watches, optics, and photographic equipment are but a few of 
the fields of industrial production where foreign competition has 
been the spur to better technology and more efficient production 


in this country. Without foreign competition in these and other 


fields one of the major incentives to better and cheaper pro- 


duction in the United States would be removed. 


On a national scale we can see from the experience of other 
nations what the removal of international competition can do. 
Those nations in Western Europe which have progressively 
opened their domestic markets to foreign competition have 
recovered from the ravages of World War II and increased their 


total output with greater speed and efficiency than those nations 
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which have sought to protect their domestic economies from 
these forces. 


Willingness on the part of the United States to encounter and 
encourage more international trade and competition plays a 
significant part in determining the willingness of other uations 
to do likewise. When we encourage more international com- 
petition we thereby strengthen the economies of all our friends 


as well as our own. 


International trade, as has been pointed out before, can help 


this country preserve its exhaustible natural resources. 


There is another important consideration which has particular 


significance for this country. If a nation wished to prepare in 


peacetime to meet wartime demands, logically it should seek to 
develop those industries which are particularly adaptable to war- 
time production. Since the wartime demand for the products of 
these industries would in most cases be greater than the peace- 
time demand, the alternatives would be to have idle standby 


capacity or to export the surplus of these industries. 


On the other other hand, there are those industries whose 
production would be restricted in wartime either because the 
techniques of the industry were suitable only for the production 
of non-essential goods or because the raw materials for the in- 
dustry would simply be unavailable. A nation seeking to 
strengthen its defense capacity in peacetime would logically not 
wish to give particular encouragement to the growth of these 
industries since they would be a complete loss in the event of 
war. It would be better to satisfy the peacetime domestic de- 
mand for the products of these industries through imports. In 
this way consumers would not be deprived unnecessarily of goods 
they desired, and the nation’s resources would not be tied up in 


non-strategic production. 





1466 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Speaking on the need for U. S. membership in the Organization 
for Trade Cooperation, which will further help the expansion of 


world trade, President Eisenhower said: 


Failure of the United States to assume membership in 
the Organization for Trade Cooperation . . . would strike 
a severe blow at the development of cooperative arrange- 
ments in defense of the free world. It could lead to the 
imposition of new trade restrictions on the part of other 
countries, which would result in a contraction of world 
trade and constitute a sharp setback to United States 
exports. It could result in regional realignments of na- 
tions. Such developments, needless to say, would play 
directly into the hands of the Communists. 


The first important contribution which international trade 
makes to the national security of the United States is the bene- 
ficial effect it has upon the general vigor and flexibility of the 
economy. The United States is so large that a great deal of 
internal competition is always present, but there are some vital 
areas where foreign competition has played an important role in 
keeping our technology up to date. Jet engines, electronics, 
watches, optics, and photographic equipment are but a few of 
the fields of industrial production where foreign competition has 
been the spur to better technology and more efficient production 


in this country. Without foreign competition in these and other 


fields one of the major incentives to better and cheaper pro- 


duction in the United States would be removed. 


On a national scale we can see from the experience of other 
nations what the removal of international competition can do. 
Those nations in Western Europe which have progressively 
opened their domestic markets to foreign competition have 
recovered from the ravages of World War II and increased their 


total output with greater speed and efficiency than those nations 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1467 


which have sought to protect their domestic economies from 


these forces. 


Willingness on the part of the United States to encounter and 
encourage more international trade and competition plays a 
significant part in determining the willingness of other nations 
to do likewise. When we encourage more international com- 
petition we thereby strengthen the economies of all our friends 


as well as our own. 


International trade, as has been pointed out before, can help 


this country preserve its exhaustible natural resources. 


There is another important consideration which has particular 
significance for this country. If a nation wished to prepare in 
peacetime to meet wartime demands, logically it should seek to 
develop those industries which are particularly adaptable to war- 
time production. Since the wartime demand for the products of 
these industries would in most cases be greater than the peace- 
time demand, the alternatives would be to have idle standby 


capacity or to export the surplus of these industries. 


On the other other hand, there are those industries whose 
production would be restricted in wartime either because the 
techniques of the industry were suitable only for the production 
of non-essential goods or because the raw materials for the in- 
dustry would simply be unavailable. A nation seeking to 
strengthen its defense capacity in peacetime would logically not 
wish to give particular encouragement to the growth of these 
industries since they would be a complete loss in the event of 
war. It would be better to satisfy the peacetime domestic de- 
mand for the products of these industries through imports. In 
this way consumers would not be deprived unnecessarily of goods 
they desired, and the nation’s resources would not be tied up in 


non-strategic production. 





1468 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Insofar as any nation’s foreign trade could be ideally suited to 
encourage those industries which are potentially of most value 
for a defense effort, this country’s foreign trade is. For example, 
we export autos, trucks, farm machinery, heavy equipment of all 
types, electrical machinery, and chemicals in substantial quan- 
tity. Our imports on the other hand tend to be raw materials 
which we would have to import in any event and luxury and 
semi-luxury items. Our foreign trade is very well suited, there- 
fore, to help strengthen our economy to meet possible future 


defense demands. A further expansion of our exports and imports 


along the natural economic lines would tend to further strengthen 


our potential defense capabilities. 


All of the foregoing is not to deny that there may be instances 
where industries in the United States of great strategic impor- 
tance are unable to meet the full force of foreign competition 
unaided. In the case where this proves true, some special meas- 
ures which do not have the many disadvantages of restrictions 


on competing imports can surely be found. 


SOME SUGGESTIONS FOR MAINTAINING 
‘THE MOBILIZATION BASE 


If import restrictions are an inefficient and even dangerous 
method of protecting the mobilization base, other means must be 
found to do what is required for the national security. The U. S. 
Council is not in a position to develop a comprehensive plan for 
protecting the mobilization base since this would require access 
to classified information, but it can make some suggestions with 


confidence. 


It can be taken as a fact that future defense needs will be 
constantly changing and that they are at best only partially 


predictable. Under these circumstances the basic objective of 
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any plan to maintain a mobilization base sufficient for national 
security should be to foster an economy which is vigorous and 
flexible and which encourages rapid technological development. 
It should be an economy which can withstand considerable pun- 
ishment and still adjust rapidly to the changing needs of defense. 
In order to be consistent with our military strategy, which relies 
heavily on a system of alliances, our mobilization base policies 
must take full account of the effect which our actions have on 


the mobilization base in other friendly countries. 


In general the policies which will promote a strong economy 
are understood and in considerable measure are now being fol- 
lowed. Policies which encourage greater competition, both for- 
eign and domestic, which give an incentive to new investment 
and leave private businessmen free to make their own decisions 
all contribute directly to a vigorous economy. It is our belief 
that these policies should be followed even more consistently so 


as to create a generally strong economy within a strong free world. 


It is entirely possible that there are some special situations 
where general policies of this sort will not be adequate to meet 
all our mobilization base needs. There may be some particular 
industries so important to the national defense that they must. 
be maintained even though they are not thoroughly competitive. 


The evidence suggests that such cases will prove to be rare. 


The government should take care to make sure that the in- 
dustries picked to receive special assistance are those of genuine 
strategic importance and that the type of assistance rendered 
does not injure the vigor of our own economy or the economies 
of other friendly nations. The special machinery being estab- 
lished within the Office of Defense Mobilization should be able 
to perform this function, taking into account all of the relevant 


considerations. If domestic political pressures are allowed to 
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control these decisions, however, the national security may easily 
suffer. 


Where direct assistance of some sort is required it should be 
tailored to fit the particular case. Direct assistance while raising 
difficult administrative problems has many advantages over the 
indirect assistance given by limiting the competition of imports. 
The government could assist those firms in the industry which 
are of maximum potential defense value, and it could obtain in 
return commitments from the aided firms that they will under- 
take, in the event of a national emergency, to play a particular 
role in contributing to the defense effort. The cost of direct 
assistance to the American public would be smaller since only 
those firms would be aided whose contribution to the defense 
effort are found to be worth the cost of the direct aid. Any 
program of direct assistance should be carefully scrutinized regu- 
larly, and it should be adjusted regularly to meet changing 
conditions. 


The national security is obviously one of our most vital con- 
cerns. We cannot afford to have our national security jeop- 
ardized by policies which are inadequate or improper because 
they are based on narrow considerations rather than the national 
welfare. We owe it to ourselves to place more importance on the 
security and prosperity of the whole nation than on some more 


limited objective. 


THE 
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INTRODUCTION 





Several months ago the United States Council commissioned 
its economic advisor to prepare a study of the General Agreement 
on Tariffs and Trade. Convincing evidence of the need for com- 
plete and dependable information on this subject was provided 
by the enthusiasm with which the study was received. A similar 
report has now been completed on the recent changes in the Gen- 
eral Agreement including the transfer of the Administrative and 
“housekeeping” provisions from the Agreement to a proposed 
Organization for Trade Cooperation. 

This report, plus a policy statement by the Council’s Committee 
on Commercial Policy, is now published in the hope that it will 
further understanding of the subject by businessmen and other 
members of the public. 

The General Agreement was conceived as an instrument to deal 
with immediate and well understood problems. For the United 
States the Agreement was a simpler and more effective means of 
attaining the goals of our Reciprocal Trade Program. By placing 
our trade agreements on a multilateral basis we have gained 
tariff concessions that foreign countries would not grant in bilat- 
eral treaties. The uniform trade rules administered by the GATT 
and the growing effectiveness of the prohibition against quotas 
have proven valuable weapons in our efforts to eliminate the 
many non-tariff restrictions that hinder American exports. Other 
nations have enjoyed similar advantages from the Agreement and 
all have profitted by the order and stability in international trad- 
ing conditions achieved under the Agreement. 

However like many institutions familar to businessmen and 
the public, the GATT has grown in importance and has developed 
the need for a more formal administrative body. The function of 
the OTC is to meet this need. Unfortunately, in what is essentially 
a reorganization of the GATT to improve its management, it will 
be charged that new powers are being preempted. There is no 
valid basis for these accusations but the complexity of the subject 
is an invitation to the opponents of trade cooperation to attempt 
to destroy the GATT by attacking the OTC. 

The U. S. Council believes that a fuller understanding of the 
issues involved is the most effective answer to these charges. 





Warren LEE Pierson, Chairman, 
The United States Council 
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UNITED STATES MEMBERSHIP IN THE 0O.T.C. 


A POLICY STATEMENT 


The Congress has been asked by the President to authorize 
United States participation in the Organization for Trade Coop- 
eration. U. S. participation in this Organization will insure 
continued and more effective cooperation in world trade. Such 
cooperation is important to the prosperity, employment, and 
security of the United States. 

Three elements are essential to a continuing and strengthened 
policy of cooperation with other nations for expanding inter- 
national trade. First, the President must have the authority to 
negotiate the reduction of trade barriers on a reciprocal basis. 
The U. S. Council has consistently supported this policy. 

Secondly, the United States must continue to participate in the 
General Agreement on Tariffs and Trade which over the past 
seven years has made it possible to secure the simultaneous nego- 
tiation among many countries for the reduction of trade barriers. 

During 1954 about two-thirds of all our trade was with parties 
to that Agreement. In the three rounds of tariff negotiations under 
the Agreements the member countries in the aggregate have made 
mor than 50,000 tariff concessions, a substantial part of which 
are of important export interest to the U. S. It has similar import- 
ance for other countries. 

Moreover, the value of this cooperation in world trade is not 
only in positive measurable benefits but also in what it has pre- 
vented. Certainly there is a striking contrast between the commer- 
cial policies throughout the world following World War II as 
compared with the inter-war period. During that period there was 
no comparable instrumentality. Increasing tariffs and other forms 
of trade restriction were so universal as to create virtually a 
chronic state of trade warfare. Since World War II there have 
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been many trade restrictions, but these were largely to meet 
balance of payments difficulties growing out of wartime disloca- 
tions rather than for the purpose of protection. Happily these 
restrictions are now on the wane. If the General Agreement on 
Tariffs and Trade should be terminated, and if no provision were 
made for holding tariff rates and other restrictions, the general 
situation in international economic relations might well become 
similar to that during the inter-war period. 

Finally, the United States must participate in the proposed 
Organization for Trade Cooperation in order to insure the most 
effective administration of the Agreement. The Organization will 
facilitate quicker settlement of trade disputes than is now possible 
and provide for more thorough and regular examination of the 
continued use of balance of payments quantitative restrictions 
which have seriously restricted U. S. exports in the past. In these 
and other ways it will assist the further expansion of trade. 

In addition to its importance as an element in a policy of coop- 
eration for the enlargement of world trade, the Organization for 
Trade Cooperation is important from the standpoint of our for- 
eign policy as a whole. That policy is built on a network of 
relationships requiring economic as well as political and military 
harmony. It is axiomatic that trade cooperation strengthens and 
helps to unify the free world. Trade restrictions and disputes 
weaken and divide. The new Organization offers an opportunity 
to reduce economic discord and trade restrictionism — factors 
which could undermine our over-all foreign policy. 

For these reasons the U.S. Council strongly urges that Congress 
authorize U. S. membership in the Organization for Trade Coop- 
eration. 
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THE PROPOSED 
ORGANIZATION FOR TRADE COOPERATION 
(FOR ADMINISTERING GATT) 


An analysis prepared for the U. S. Council 
by Professor Harry C. Hawkins 


The recent negotiations at Geneva among the contracting 
parties to GATT dealt with both the substantive and the or- 
ganizational provisions of that agreement. The substantive 
provisions have been revised in some respects and on the whole 
GATT is a better instrument as a result. Of even greater cur- 
rent significance, however, are the organizational provisions, 
since it is these that President Eisenhower has transmitted for 
approval by Congress. 

The organizational provisions are now contained in a new 
and separate agreement establishing an organization known as 
the “Organization for Trade Cooperation” which will admin- 
ister the General Agreement on Tariffs and Trade, performing 
the functions now residing in the present GATT Organization. 
The main organizational powers relating to interpretation (Arti- 
cle XXIII) and waiver (Article XXV) have been transferred 
from GATT to the new O.T.C. Agreement. However, the new 
Organization will also exercise functions in connection with 
specific provisions scattered throughout the General Agreement, 
such as the function of making recommendations regarding 
balance of payments restrictions, relief from certain obliga- 
tions for underdeveloped countries, and authorization of and 
limitations on compensatory action consequent upon resort to 
the escape clause (Article XIX). These provisions and the 
Organization’s functions relating to them remain in the General 
Agreement on Tariffs and Trade but the O.T.C. will perform 
the organizational functions specified in each case. 
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It is the new O.T.C. Agreement, and not the GATT itself, 
that has been submitted to Congress. The President would con- 
tinue to exercise the executive authority he now derives from 
the Trade Agreements Act and other sources with respect to the 
substantive provisions of GATT. 

While the new organization would take over the administra- 
tion of GATT it would have no authority to amend GATT or 
do anything that would have the effect of imposing on a mem- 
ber any new obligation not specifically agreed to by that mem- 
ber (Article 3-d, O.T.C. Agreement). As an example, it cannot 
negotiate tariff reductions. Since the agreement establishing the 
new Organization for Trade Cooperation provides (Article 15) 
that the members as contracting parties to GATT cannot amend 
GATT so as to change the main organizational powers, the 
apparent intent is that any future changes in such powers would 
take the form of amendments to the O.T.C. Agreement, and like 
the O.T.C. Agreement itself, would be subject to Congressional 
approval. 

The present GATT Organization is cumbersome in that action 
cannot be taken except at general meetings of the contracting 
parties. While the new O.T.C. Agreement provides for an As- 
sembly consisting of all the contracting parties to GATT, it also 
provides for an Executive Committee of sixteen members which 
will continuously exercise powers and perform duties assigned 
to it by the Assembly. The Assembly would have final authority, 
of course, in all matters of substance. The O.T.C. Agreement 
also provides for a permanent Secretariat. An organization of 
this kind should be much better able to deal on a continuing 
basis with the numerous and complex questions arising under 
such an agreement as the GATT.* 

The new O.T.C. Organization will make arrangements for 
co-operation with other intergovernmental bodies but will not 


be a specialized agency of the U.N. unless it should so decide 
at a later date. 


For a thorough study of General Agreement, see: 


G.A.T.T., An Analysis and Appraisal of the General Agreement on Tariffs and Trade, 
Dr. Harry C. Hawkins and associates at the Fletcher School of Law and Diplomacy 
(Published by the United States Council of the International Chamber of Commerce; 
New York, 1955), 104 p. 
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MAJOR SUBSTANTIVE CHANGES IN GATT 


1. The United States Waiver for Section 22 of the Agri- 
cultural Adjustment Act. 


Under the agricultural exception of GATT (Article XI-2-c), 
a country is allowed to impose import restrictions on agricul- 
tural or fishery products provided like domestic products are 
subject to corresponding production or marketing limitations. 
The purpose of the proviso is to prevent the substitution of 
domestic for foreign supplies which would result if imports 
were curtailed and domestic production were allowed to ex- 
pand. The United States has been unable to operate within the 
exception because of Section 22 of the Agricultural Adjustment 
Act under which in some cases import quotas are imposed with- 
out domestic production or marketing limitations. 

The waiver obtained at Geneva permits the full operation of 
Section 22, regardless of the provisions in GATT. The waiver 
thus not only permits import quotas, which in some cases could 
not previously be imposed consistently with GATT, but also per- 
mits import fees (tariffs) even on products on which the United 
States tariff had been bound. The American negotiators succeeded 
in accomplishing the seemingly impossible feat of getting a broad 
waiver of this kind only for the United States, despite the 
pressures for agricultural protectionism elsewhere in the world. 
However, the right of other countries to impose compensatory 
quotas or duties on American export products is specifically 
reserved. Consequently, wide use of the waiver authority by the 
United States could result in widespread counter-measures 
against our exports. Nevertheless, action by the United States 
and any countervailing action by others are subject to certain 
consultation procedures, and any countervailing action by other 
countries is subject to approval by the Organization. The reten- 
tion of the present organizational powers, therefore, affords 
some protection for our agricultural export interests if import 
restrictions are imposed by the United States under the waiver. 
However, the best means of keeping world wide agricultural 
protectionism within bounds would be the practice of modera- 
tion by the United States in the use of the waiver. 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1479 


2. Balance of Payments Exception. 


The revised text represents an improvement in the old text 
at a number of points, as follows: 


The provisions on balance of payments restrictions have been 
redrafted and simplified somewhat and substantive improve- 
ments have been made. Of particular importance is the new 
provision whereby restrictions will now be subject to annual 
review by the organization and countries applying them will 
be required to consult annually regarding their retention (Arti- 
cle XII-4-b). 


While, as in the earlier text, the Organization has power only 
to recommend modification or withdrawal of restrictions and to 
authorize compensatory action by injured parties in the event 
of non-compliance, a better procedure for testing the justifica- 
tion of restrictions is provided. 


In regard to root causes of import restrictions, the previous 
text devoted considerable space to justifying restrictions conse- 
quent upon internal policies, and to rendering such restrictions 
immune to challenge. It then added an admonition to the effect 
that due regard should nevertheless be paid to the need for 
restoring equilibrium in the balance of payments and to the 
effect of import restrictions on other countries. The new text 
reverses this order and this emphasis. It first obligates contract- 
ing parties, in carrying out their domestic policies, to pay due 
regard to the need for maintaining and restoring equilibrium 
in their balance of payments and to recognize the desirability 
of measures which expand rather than contract international 
trade. It then provides that a contracting party “otherwise com- 
plying with the provisions of this article” shall not be required 
to withdraw or modify restrictions on the ground that a change 
of domestic policies would render such restrictions unnecessary. 
The new draft appears to reflect an improvement in attitude, 
greater emphasis being given to avoiding restrictions. It also 
embodies a change of substance in that it would appear to 
permit full examination of the justification of balance of pay- 
ments restrictions, whatever the cause. 
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Transitional Waiver. 


The incidental protective effect of long continued balance of 
payments restrictions has been the creation of vested interests 
which will face adjustment problems when restrictions are re- 
moved. Apparently in anticipation of increased pressure for 
removal of these restrictions under the new provisions of 
GATT, a waiver was sought by some countries to allow oppor- 
tunity for such adjustment. This waiver was granted, but sub- 
ject to conditions designed to limit severely the continued use 
of the restrictions and to prevent undue delay in the removal 
of those retained. Exceptional circumstances must be shown to 
exist in relation to particular products; application to the or- 
ganization for continuance must be made while the restrictions 
concerned are still being maintained for balance of payments 
reasons and evidence must be presented that there would be 
serious adjustment problems if the restrictions were suddenly 
removed. The organization may authorize continuance but can 
do so only for a specified period of time, not exceeding five 
years. If any waiver is granted the share of imports in the market 
shall not be less than the average for the preceeding three years 
and shall be applied in a non-discriminatory manner. 


Balance of Payments Exception for Under-Developed 
Countries. 


The revised balance of payments provisions described above 
apply to all countries except “underdeveloped” countries, the 
latter being defined as countries with low standards of living 
and in the early stages of development. For these countries the 
balance of payments provisions are relaxed by rendering im- 
mune to challenge restrictions resulting from internal policies 
aimed at promoting economic development. Also, one part of 
the reserve test is modified for the benefit of such countries so 
as to permit restrictions when monetary reserves are “inade- 
quate” in relation to development plans, whereas other coun- 
tries can do so when reserves are “very low.” A further dif- 
ference is that the periodic review to which balance of pay- 
ments restrictions are subject is less frequent in the case of 
underdeveloped countries. (Article XVIII-B) 
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3. Other Special Provisions for Underdeveloped 
Countries. 


With respect to tariff commitments, the old text permits modi- 
fication only by negotiating with and obtaining the consent of 
the parties substantially interested in the product concerned. 
Under the new text the organization can permit modification 
even if such negotiations should fail, but provision is made for 
compensatory adjustment. 

With respect to quotas on products on which tariff commit- 
ments have been made, the old text permitted such action only 
with consent of parties having a substantial interest in the 
product concerned. Under the new text, consultation with such 
parties is required but the organization can permit the imposi- 
tion of the quota, even though the consent of such parties is not 
obtained, if it is satisfied that the interests of such parties are 
adequately safeguarded. (Article XVIII-18) 

With respect to quotas on products on which tariff commit- 
ments have not been made, the old text provides for specific 
approval by the organization. The new text allows the imposi- 
tion of a quota even if the organization does not give its ap- 
proval, but in such circumstances provision is made for compen- 
satory action. (Article XVIII-14-17-21) 

All quota action is subject to periodic review. (Article XVIII- 
6) (Article XVIII-12b) 

4. Modification of Schedules (Deconsolidation ) 
(Article XXVIII) 

The old text contemplated periodic negotiations for the revi- 
sion of the tariff schedules. During a deconsolidation and re- 
negotiation period, any party desiring to increase the rate on 
any product on which it has made a commitment would be free 
to do so provided it first sought to get agreement through nego- 
tiations and consultations with other parties having an interest 
in the product. During such a period the party desiring to 
change a rate could take the desired action even if assent of 
the other parties was not obtained. The article originally set 
January 1, 1951 as the deconsolidation date. The date was 
twice postponed and in 1953 was set for July 1, 1955. 

Under the revised text rates are bound for three year periods, 
the first period being until December 31, 1957. One of the im- 
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provements is a provision for automatic extension of this period 
for subsequent three year periods without positive action to this 
effect by the contracting parties so that when one deconsolida- 
tion date passes rates are automatically reconsolidated. 

However, this added stability is somewhat impaired by two 
additional provisions. The first of these is Paragraph 4 under 
which changes can be made in bound rates at any time during 
the three year period if the Organization, in special circum- 
stances, authorizes negotiations, and if adequate concessions are 
offered in lieu of the concession withdrawn or modified. Such 
modification can be made without the assent of the other in- 
terested parties unless the Organization finds that the above- 
mentioned conditions are not met. 

A more serious impairment is Paragraph 5, whereby any 
party can reserve the right to negotiate a change at any time 
during a subsequent three year period without Organization 
authorization and can make such modification effective even if 
negotiations fail. In other words, for countries so electing, the 
next triennial deconsolidation period is thereby set aside. The 
check on a country reserving such wide freedom for itself is 
that all the other parties would get the same freedom in rela- 
tion to products of export interest to that country. 

These provisions, together with the emergency escape clause 
in Article XIX, constitute extensive concessions to flexibility at 
the expense of stability of tariff commitments, but are an im- 
provement over the earlier ones. 


5. Definitive Application. 

The proposal is that GATT be made definitively effective, 
which means that withdrawal from it must be on six months’ 
notice (Article XXXI) rather than on sixty days’ notice as 
under the present provisional status. It presumably also means 
that all provisions will be fully applied, whereas under the 
present provisional status certain parts of GATT are applicable 
in each country only to the extent of executive authority. In the 
United States definitive application apparently would require 
that certain provisions of GATT which are inconsistent with 
U.S. law (such as the one relating to dutiable value) be made 
the subject of U.S. reservations unless and until Congress 
changes the law. 
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STATEMENT OF J. D. ZELLERBACH, CHAIRMAN OF THE Boarp OF TRUSTEES, 
COM MITTEE FOR ECONOMIC DEVELOPMENT * 


My name is J. D. Zellerbach. I am chairman of the board of trustees of 
the Committee for Economic Development, and president of Crown Zellerbach 
Corporation of San Francisco. 

I am glad to convey here for the record, at the invitation of the Subcommittee 
on Customs, Tariffs, and Reciprocal Trade Agreements of the House Committee 
on Ways and Means, the views of the CED’s research and policy committee 
on tariff policy. The views expressed here are based upon and are in agreement 
with a statement of our research and policy committee on United States tariff 
policy published in November 1954 after intensive study of this question. I 
have submitted full copies of this report for the use of your committee in 
considering tariff policy. Of the 38 members entitled to vote on this policy 
statement, one was absent from the country and took no position on if and 
two dissented. The dissenting views are expressed in the footnote on page 
18 of the policy statement. 

Following a statement here of CED’s general conclusion with respect to tariff 
policy, I shall summarize the considerations that led the committee to this 
conclusion. Finally, I shall list the specific recommendations of the committee 
on the elements of a tariff policy to strengthen the domestic economy, and 
increase our national security. 

I. The committee favors a policy of gradual and selective tariff reduction. 
The United States is the strongest nation of the free world, and as such it has 
the responsibility to take the lead in lowering import barriers and freeing 
world trade. The committee also believes, however, that although the case for 
our taking the initiative is very strong, the course of our tariff policy should 
be conditioned by the manner in which other countries respond to our lead. 
The effectiveness of our efforts to expand world trade cannot depend alone 
upon our own policies. 

The CED does not favor unlimited free trade. We do believe that it is in 
the national interest of the United States to follow a policy of gradual and 
selective tariff liberalization. With gradualness and selectivity, significant 
tariff reductions can be made without hardship to domestic industry or damage 
to domestic production that is truly essential to national security. We believe 
a tariff policy of this kind will, on balance, strengthen our domestic economy 
and increase our national security. 

Moreover, the committee believes that the expanding American economy will 
be better able to maintain its dynamic forward movement in a climate of trade 
liberalization than in a climate of trade restriction. Simultaneously, our 
expanding economy will tend to absorb those adverse effects of trade liberalization 
which may be felt in particular segments of the domestic economy. 

United States tariff policy has gone through four distinct phases and is in a 
fifth. Before 1860 tariffs were imposed mainly to raise revenue, and until that 
time they were the chief financial resource of the Government of this country. 

After 1860 the country entered a period of great industrial growth, an expan- 
sion of our industrial community carried out in the face of strong competition 
from well-established industries in Europe. High tariff policy was based on 
the desire to provide our infant industries a tariff shield in their fogmative years. 
The shield was often retained long after the formative years. 

World War I disclosed, when it cut us off from traditional supplies of many 
essential materials, notably chemicals and pharmaceuticals, our dependence upon 
foreign sources of some materials. The tariff increases of the 1920's were partly 
a response to this disclosure, a use of the tariff to build up and maintain indus- 
tries considered essential to this Nation’s security. The Tariff Act of 1930, the 
Smoot-Hawley tariff, raised tariffs to the highest point in our history. 

Since 1934, under the Trade Agreements Act and its various extensions, this 
country has been following a policy of selectively negotiated tariff reductions 
This phase of our tariff history reflected in legislation the beliefs of those who 
felt that freer trade policies wou'd strengthen ‘rather than weaken American 


'The Committee for Economic Development is a private, nonpolitical organization of 
businessmen and educators formed to study and report on the problems of achieving and 
maintaining a high level of employment and production within a free economy. Its 
research and policy committee issues from time to time statements on national policy 
containing recommendations for action which, in the committee's judgment, will contribute 
to maintaining productive employment and a rising standard of living. A list of members 
of the CED research and policy committee is included in the policy statement. 
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industry. The aim of increasing domestic employment by getting other countries 
to lower their tariffs against our goods through bargaining United States tariff 
concessions against foreign concessions to us was fundamentally involved. 

The fifth, current phase of American tariff policy grew out of World War II. 
sefore that time, tariff considerations were almost completely domestic. World 
War II and its aftermath made tariff policy a major element in United States 
foreign policy. This resulted from the overwhelming strength of the American 
economy in the wake of the war, and growing realization of the interdependence 
of American security with that of its allies. American tariff policy is now made 
with an eye both to its domestic effects—economic and security—and to its 
impact abroad, where it may bear not alone upon the economic well-being of 
foreign peoples, but also upon their political stability and their attitude toward 
this country. 

II. Despite the strength of differences about tariff policy, there are a number 
of fundamental propositions on which most supporters and opponents of tariff 
liberalization can agree. In our opinion this area of agreement includes at 
least the following points : 

1. Taking the economy as a whole, we enjoy higher real wage levels and better 
living standards with, than without, foreign trade. We get some things in for- 
eign trade, like coffee, bananas, and tin, that we do not produce at all. Jn terms 
of economical use of our resources, it would be extremely expensive to develop 
substitutes for them within our borders. Other things like pottery, fine woolens, 
and hats, we produce in some quantity at home. We supplement domestic pro- 
duction with foreign purchases. The penalty of producing our entire require- 
ments of such things at home would be higher prices, lower wages, lower demand, 
and loss of the sales of our goods abroad that are paid for by our imports of 
these things. 

2. Sales of foreign goods in this country to a large extent pay for the purchases 
abroad of United States goods. Thus, United States tariffs can hurt American 
industry and employment by inhibiting United States sales abroad. United 
States dollar investments abroad, dollars spent abroad by tourists, and foreign 
aid are other means by which foreign countries can get dollars to pay for Amer- 
ican goods. Some dollars that we spend for foreign goods go into foreign re- 
serves, but most of them return here shortly as increased orders for American 
goods. 

Many sectors of American manufacture and agriculture sell a large part of their 
output abroad. Approximately a quarter of our entire production of cotton, 
tobacco, and wheat is exported. Something like one-third of the value of farm 
marketings are highly dependent upon export markets. We also export a large 
part of our output of some manufactured goods. For example, in the latest 
years for which figures are available [1954 or 1955] we exported 34 percent of our 
earth-grading machinery, 25.5 percent of our tractor production, 27 percent of 
our textile machinery, 22.5 percent of our sewing machines, 13.5 percent of our 
typewriters, 16.8 percent of our printing machinery, 15.8 percent of our trucks 
and buses, 8.4 percent of our refrigerators, 34.2 percent of our complete civilian 
aircraft output, and 13 percent of our agricultural machinery. We exported 
chemicals and pharmaceuticals in large volume—42.6 percent of our DDT, 33.6 
percent of our penicillin, and 7.1 percent of our dyes, colors, and stains, for 
example. We exported 6 percent of our production of cotton print cloth. A 
large volume of iron and steel products also went abroad. 

3. The shelter of high tariffs may reduce the incentive of some United States 
industries to engage in the research that helps keep our economy dynamic and 
strong. Also, high tariffs can lead to earlier exhaustion of some natural resources 
when they are imposed upon imports that can substitute for the use of scarce, 
exhaustible natural resources of this country. 

4. The economies of most of the other countries of the free world—particularly 
of our major allies—are considerably more dependent than our own on foreign 
trade. For example, Britain’s imports are equal to about 18 percent of its gross 
national product, as compared with 3 percent for the United States. The corre- 
sponding figure for Holland is 40 percent ; for Belgium-Luxembourg, 30 percent’ 
West Germany, 15 percent; Italy, 12 percent; France, 10 percent; and Japan, 
114% pereent. These figures all relate to the latest years for which statistics are 
available, 1954 or 1955. 

The future economic growth and health of many countries depend, in consid- 
erable part, on expanding their trade with each other and with us. The economic 
strength of the whole free world is of great importance to us, from the stand- 
point of world political stability and our own national security. 
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5. Import quotas may well be as important in their effects on the overall 
volume of our imports as the tariff. In principle, quantitative import restrictions 
are an undesirable method of controlling imports, but the question what to do 
about our agricultural import quotas is inseperable from the problem of domestic 
agricultural policy. 

6. Uncertainty about our tariff policy is a serious barrier to the expansion of 
trade. It makes foreign businesses reluctant to invest in the development of 
products and distribution channels adapted to the United States market. Uncer-. 
tainty arises from the peril-point and escape-clause provisions of tariff legislation, 
from the extreme complexity of tariff classification, and from the methods in 
use for determining the value of foreign goods for tariff purposes, as well as 
from questions about the future of the Trade Agreements Act. 

7. The import barriers of other countries are generally higher than those of 
the United States. They severely restrict foreign trade. In some cases, the 
barriers are specifically directed against restraining the entry of American goods 
because of a specific shortage of dollars in the foreign country. Lowering our 
tariffs would open the way for such countries to earn more dollars and thereby 
lower their barriers to our goods. 

8. The most economical use of our resources must take second place in our 
considerations in some circumstances. This is so when the health of key 
defense industries is involved. Also, there may still be some “infant” industries 
deserving of protection by tariff. Further, American industry at large must 
be protected by tariff provisions from imports priced artificially low by means of 
foreign subsidies, or from dumping. 

9. Expansion of imports into the United States will have adverse effects upon 
some United States industries and may in some cases cause hardship. These 
effects must be taken into account in deciding tariff policy. 

10. In evaluating the possible magnitude of the effects of tariff reduction on 
domestic industry we should bear in mind the size of the import flow that might 
be affected. Only a part of our imports are subject to tariff. Of our total annual 
imports of approximately $11.3 billion in 1955, some $6 billion consisted of 
products which enter free of duty. Of the dutiable $5.3 billion worth of imports in 
1955, only about two-thirds were subject to tariffs sufficiently high to have an 
appreciable effect on the volume of imports. This consisted for the most part 
of agricultural products and finished manufactures. 

11. The fact that wages may be, and usually are, lower abroad, does not mean 
that United States industry cannot compete. In many cases, higher capital 
investment here in more efficient production, better managerial skills, and 
higher quality of labor add up to higher productivity and lower unit cost, despite 
higher wages. 

The American unit cost is not always competitive. This is so where there is no 
special American advantage in cost of materials or productivity. In these cases, 
the lower wage paid abroad would give a price advantage in the absence of a 
tariff. Products that appear to fall in this field include heavy electrical equip- 
ment, watches, woolen and worsted textiles, flat glass, rayon staple fiber, 
bicycles, some chemicals, machine tools, handicraft products and products calling 
for a high labor content such as leather goods, felt hats, and hand-blown glass- 
ware. 

12. The great bulk of American agricultural imports are of commodities we 
either do not produce at all, or do not produce in sufficient quantity to satisfy 
our market. In these categories are coffee, jute, cocoa, raw rubber, sugar, tee, 
and bananas. In the case of wool, oats, cigar tobacco, and edible nuts, lower 
tariffs would result in a substantial increase in imports. Most of American 
agriculture would have a decided price advantage abroad in the absence of 
price supports and other controls. 

13. An expanding domestic market could absorb substantial increases in im- 
ports of a product without any reduction in domestic output or prices. Where the 
domestic market is not expanding, however, or where the increased import 
would be large relative to domestic output, tariff reduction might cause reduc- 
tion of domestic output and employment. In some cases, the result of a tariff 
cut might be a decline in domestic prices and a ent in profits of domestic pro- 
ducers, without causing a reduction in output or employment. In other cases, 
foreign producers might raise their prices by the size of the tariff cut, and there 
would be no effect on domestic prices or production. 

Competitive adjustments resulting from tariff cuts are basically no different. 
and have ordinarily been far less severe than adjustments continually taking 
place within our own competitive economy. Such adjustments are part of the 
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growth of our productive efficiency and of our standard of living. They do, how- 
ever, involve costs, including losses of employment, loss of usefulness of labor 
skills, idling of highly specialized plant and equipment, and depression of 
specialized communities. 

Our conclusion in favor of tariff liberalization is based on an evaluation of 
the foregoing propositions. We place great weight upon the fact that tariff 
policy is inextricably involved in our foreign policy. The survival of freedom 
and of Western civilization depends in considerable degree upon the ability of this 
country to keep strong allies willing to work with us in strengthening the free 
world and resisting Communist subversion and aggression. Trade among nations 
can be a powerful force making for unity. 

On balance, the results of tariff liberalization will also strengthen the domestic 
economy, by improving its overall efficiency and by raising our living standards. 

The committee favors gradual reduction of tariffs. There is reason to believe 
that, if tariffs are reduced gradually, the effect on imports would not be large 
in the short run (3 to 5 years). It would take foreign producers time to adapt 
designs and specifications to American market requirements, to say nothing of the 
large-scale promotional effort necessary to break into the American market on 
a volume basis. This is outside the experience and beyond the means of most 
foreign producers. 

The longer run effects would probably be larger, as the short-run obstacles 
were overcome in part or full. How much greater the longer run stimulus to 
imports of tariff liberalization would be would depend, in part, on the degree 
of assurance about the stability of American tariff policy that policy afforded 
foreign producers. 

Most domestic producers would suffer little if at all by a gradual reduction of 
tariffs. This is true particularly of products from highly mechanized, mass- 
production techniques. These products account for the bulk of American manu- 
facturing. These products have expanding markets at home and compete vigor- 
ously abroad. 

The competitive effects of even moderate tariff reductions might be more 
serious on some other products of industry and agriculture, particularly handi- 
crafts and some farm commodities. In these cases, it is doubly necessary to 
proceed cautiously and gradually with tariff reduction. Interested parties 
should have a chance to appeal, to correct possible errors in liberalization. In 
cases where an industry is already declining absolutely, tariff reductions should 
ordinarily be avoided until the orderly transfer of labor and other resources 
to other uses is reasonably assured. 

To proceed cautiously and gradually does not, however, mean to prevent any 
additional competition for domestic producers. It does not mean that competi- 
tive adjustments should necessarily be avoided when they are caused by import 
competition. The movement of labor, capital, and management from relatively 
high-cost to lower-cost production, under the stimulus of competition, is part of 
the process by which the American economy grows and increases its efficiency. 
These adjustments may at some times and some places cause difficulties that 
must be deal with fairly as a part of our tariff policy. Such adjustments should 
be facilitated rather than avoided, because they are one of the sources of dyna- 
mism of the American economy. After the adjustments have been made and 
displaced workers have obtained employment in more efficient industries, their 
productivity will be increased. As a result, real wages will be, on the average, 
higher than before. 

The social and economic cost of adjustments due to tariff liberalization is real 
and should be carefully weighed in deciding on tariff cuts. Where these adjust- 
ments involve real hardship they should be a matter of national concern. But 
first it is necessary to define when a condition of hardship exists. 

The committee does not believe that a reduction of a domestic producer's share 
of a growing market should, of itself, be considered hardship. On the other 
hand, where tariff cuts result in a substantial reduction in output and employ- 
ment, and where alternative employment is not available for the manpower and 
facilities made idle, real hardship has been caused. The rule governing tariff 
liberalization should be to avoid making labor and facilities idle on a substantial 
scale in situations where they cannot be reemployed within a reasonable time. 
This criterion can be satisfied in the great majority of cases if tariffs are reduced 
gradually. 

Adjustments which would involve serious hardship if they had to be made in 2 
or 3 years might well be accomplished with little or no hardship in a longer 
period. 
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Compensation in some form for competitive damage resulting from increased 
imports has often been suggested as a way of making tariff liberalization & more 
acceptable policy. The principle that persons damaged by action taken in the 
national interest should be compensated appeals to the sense of justice. The 
committee has, however, been unable to devise a practical compensation scheme. 

Even if technical difficulties could be overcome, we would still have serious 
reservations about any compensation scheme. Compensation for competitive 
damage arising out of tariff cuts might create a precedent for demands for com- 
pensation arising out of many other changes of Government policy. It would be 
unwise—and perhaps even inconsistent with a private, competitive economic 
system—to establish the principle that property rights can be acquired in the 
continuation of particular Government policies or controls. 

Fortunately, there exist alternatives to compensation which avoid these 
difficulties. 

Ordinarily, the most satisfactory way of adjusting to new competition is 
diversification. Manufacturing companies affected by new competition can often 
solve their problem by shifting to new or different products. One-industry com- 
munities can adjust to new competition by broadening their industrial base. 
Within the last few years, a number of one-industry communities have carried out 
successful diversification programs. They have analyzed their industrial possi- 
bilities, raised funds, built plants, and attracted new industries. Successful 
programs of this kind have been carried out in Danbury, Conn.; in certain coal- 
mining communities in southern Illinois and Pennsylvania; in Lowell and New 
Bedford, Mass.; in Manchester and Nashua, N. H.; in Utica, N.; Y.; in Iron 
Mountain, Mich. ; in Altoona, Pa.; and in a number of other communities. 

State and Federal aid in various forms is already available for communities 
or firms that need it to diversify. A number of State governments have estab- 
lished industrial development or credit corporations which can assist firms 
and local communities. At the Federal level, the Departments of Labor and 
Commerce take a special interest in depressed communities and advise them 
in the establishment of diversification programs. State and Federal employ- 
ment services assist displaced workers through their retraining and placement 
facilities. The Defense Department is required by Executive order to give 
special attention to labor surplus areas in placing procurement contracts. The 
Federal Government may grant accelerated tax-amortization privileges for the 
expansion in labor surplus areas of industrial facilities necessary for defense. 
Finally, the Small Business Administration, established in 1953, has authority 
to make or to participate with private institutions in making loans to small 
concerns. These loans, which may range up to $250,000, are made in order that 
small businesses unable to obtain credit elsewhere on reasonable terms may 
finance plant construction, conversion, or expansion. 

We believe that all these means should be vigorously used to make diversifi- 
eation possible where it is economically desirable and where the firms and 
communities directly concerned desire it. This type of assistance is prefera- 
ble to continue tariff protection because it aims at facilitating competitive 
adjustments rather than at giving permanent protection against import compe- 
tition. 

All Americans agree that production and productive capacity essential to 
the national security should be safeguarded from damage which may result 
from import competition as tariffs are lowered. However, what production 
or capacity is essential to national security is a difficult question of judgment. 
Our belief is that only production or productive capacity which would be 
indispensable in time of national emergency, and which could not readily be 
built up after the onset of the emergency, can properly be included in this 
category. 

Even where damage to essential capacity or output would result from a tariff 
cut, continued tariff protection is not necessarily the best means of prevent- 
ing it. 

For example, in the case of military end products, a standby military con- 
tract calling for modest current deliveries would allow facilities to be main- 
tained and key personnel to be kept together. The contract could also provide 
for continuing research on product design and production methods. 

In other cases, a Government subsidy of some kind may be appropriate. A 
tariff is, of course, a form of subsidy. As a method of maintaining industrial 
capacity essential to defense, however, a direct subsidy may sometimes have 
the advantage over a tariff that its nature and purpose are clear and that its 
continuation from year to year would probably be subject to review in the 
light of changing circumstances. Subsidies are now used to protect from for- 
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eign competition some economic activities essential to national security, notably 
our merchant marine. A subsidy need not take the form of a cash payment. 
It might involve, for example, Government financing of certain capital equip- 
ment. 

In the case of essential raw materials whose output at necessary levels is 
threatened by tariff reduction, Government stockpiling at times of reduced 
demand may be preferable to continued tariff protection. In general, a liberal 
policy for imports of commodities which substitute for scarce, exhaustible do- 
mestiec natural resources is especially in the national interest. Since the future 
rate of discovery of domestic reserves exploitable at reasonable costs is always 
in doubt, we ought, in time of peace, to use foreign sources of supply to meet 
a large part of our current needs for these commodities, safeguarding our 
reserves for future use in the event of an emergency. There may, however, be 
cases where for military or technical reasons the domestic output of basic raw 
materials, scarce or plentiful, should be maintained at a level higher than would 
be possible if the tariff were lowered. In cases of this kind purchases of domestic 
output for the military stockpile or subsidies might be preferable to maintaining 
tariff protection indefinitely. 

There may be still other cases where there is no practical or desirable alterna- 
tive to continued tariff protection for essential capacity that would be damaged 
by a tariff cut. 

III. On the basis of these findings and conclusions, the CED has made the 
following recommendations for a tariff policy it believes to be in the national 
interest. It would give effect in the field of international trade to the leader- 
ship of the United States in the free world. It would result in a more dynamic 
economy and higher standard of living for the American people. It would be 
fair to the few whose private interests would be damaged by tariff reduction. 
It would take account of special cases in which restrictive tariffs may serve a 
need. 

The CED believes that the first requirement of a tariff policy is to minimize 
uncertainty about the future course of the American tariff. If tariff liberaliza- 
tion is to make a clear contribution to expanding world trade we must first give 
as clear assurance as we can that the direction of future tariff changes will be 
downward. The act of assurance is as important as actual tariff reduction. 
Business at home as well as abroad would benefit by an end to uncertainties 
arising from frequent debate over renewing trade agreements authority. 

The best way to create greater certainty about American tariff policy would 
be to extend the President’s trade agreements authority for a period of years. 
We favor extension for at least 5 years; consideration should be given to exten- 
sion for a longer period. The 3-year extension granted in the Reciprocal Trade 
Agreements Extension Act of 1955 is inadequate. 

The President’s authority to reduce tariffs should include the following: 

1. Authority to reduce tariffs by not more than 5 percent per year for the 
period of the Trade Agreements Act. Unused authority should not expire, as 
it does under current legislation, but should carry over to following years. 

2. Authority to reduce, as in current legislation, to 50 percent ad valorem, 
or its equivalent, any tariff rate now above that level. Such reductions should 
usually be made gradually, over a period of years. 

3. Authority to suspend the tariff duty on any product which is not produced 
in substantial quantity in the United States. 

The President should be empowered, on the basis of recommendations by the 
Tariff Commission, to make changes in commodity definitions and rates for the 
purpose of consolidating schedules and simplifying classifications, provided such 
changes do not materially alter the average rate of duty for any class of goods. 
Current legislation empowers the Tariff Commission to make a study and report 
to the Congress and the President but does not authorize Presidential action. 

Recent legislation designating ‘export value” as the preferred initial stand- 
ard of valuation of dutiable merchandise was a step forward. In addition, a 
study should be made of the feasibility of further simplifying and expediting 
Valuation by the use of the actual invoice price of imported goods for valuation 
urposes. 

American producers are entitled to effective protection against serious injury 
resulting from dumping in American markets of foreign merchandise priced 
substantially below the price charged in the exporting country. But the admin- 
istration of this protection should not create unnecessary delays and uncer- 
tainties for American importers and foreign exporters. Additionally, admin- 
istration should be speeded up to give American industry more effective pro- 
tection against dumping. 
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If there is to be effective liberalization of the tariff, the peril-point and escape- 
clause provisions of the Trade Agreements Act need to be modified. In their 
present form they are inconsistent with effective tariff liberalization. 

First, the President should be free to set aside Tariff Commission recom- 
mendations under these provisions when he finds the national interest re- 
quires it. 

Second, the peril-point and escape-clause provisions should be modified in 
the following ways: 

1. It should be made clear that the purpose of these provisions is to pervent 
serious hardship, rather than to prevent any reduction of domestic output by 
imports, as the provisions have been interpreted by the Tariff Commission. 
Serious hardship may be defined as reduction in output and employment on a 
substantial scale, where a major part of the labor and facilities released would 
be unable to find suitable alternative employment or use within a reasonable 
time. Recent legislation has stiffened, rather than liberalized, tariff adminis- 
tration in this respect, by allowing the Tariff Commission to look for damage 
in a segment of an industry although the whole industry may be prospering. 

2. The withholding of a tariff rate reduction under the peril-point provision, 
or its withdrawal as a result of escape-cluse proceedings, should ordinarily be 
temporary, not permanent. Business firms, employees, and communities should 
be given sufficient time to readjust to the effects of tariff reductions. But they 
cannot reasonably claim the permanent right to avoid adjustments where the 
national interest clearly calls for tariff reduction. 

CED does not favor unlimited free trade. We do believe that it is in the 
national interest of the United States to continue a policy of gradual and selec- 
tive tariff liberalization. That policy should be fair to those who may suffer 
hardship by tariff reduction. It should not damage domestic production which 
is truly essential to national security. 

We believe that a tariff policy of this kind will, on balance, strengthen our 
domestic economy and increase our national security. 


UNITED STATES TARIFF POLICY 


A statement on national policy by the research and policy committee of the 
Committee for Economic Development, New York, N. Y. 


The trustees of the Comimittee for Economic Development established the 
research and policy committee “to initiate studies into the principles of business 
policy and of public policy which will foster the full contribution by industry 
and commerce to the attainment and maintenance of high and secure standards 
of living for people in all walks of life through maximum employment and high 
productivity in the domestic economy.” (From CED bylaws.) The research 
and policy committee is selected from the membership of the CED board of 
trustees. 

Statements on national policy, such as the following, are issued from time 
to time by the research and policy committee. These statements are offered 
as an aid to clearer understanding of steps to be taken in reaching and main- 
taining high levels of productive employment and a steadily rising standard of 
living. The committee is not attempting to pass on any pending specific legis- 
lative proposals; its purpose is to urge careful consideration of the objectives 
set forth in the statement and of the best means of accomplishing those objectives. 

Each statement is the result of discussions between the members of the research 
and policy committee, the members of the research advisory board, the CED 
research staff and advisers chosen for their competence in the field being con- 
sidered. The committee draws on research studies and other research materials 
prepared for the research and policy committee as background for its 
deliberations. 

A statement on national policy represents the views of the members of the 
research and policy committee and of the members of the subcommittee responsi- 
ble for its development. The recommendations presented therein are not neces- 
sarily endorsed by the trustees of the Committee for Economic Development, 
other than the members of the research and policy committee and the responsi- 
ble subcommittee, or by the advisers, contributors, staff members, or others 
associated with the Committee for Economic Development. 
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UNITED STATES TARIFF POLICY 


Finding a tariff policy which is in our national interest has never been more 
difficult or more important than it is today. 

The scope of tariff policy considerations has broadened tremendously in recent 
years. What was once a narrow, domestic issue—even a local issue—now in- 
volves questions of national and international security as well as the health and 
welfare of United States industry. 

Tariffs we e imposed in this country at first largely as a means of raising 
revenue for the Federal Government. In the years before 1860 the American 
economy was still predominantly agricultural and tariffs were generally low. 

Between 1860 and World War I the tariff became a major protective device for 
the host of new industries which were being born in community after com- 
munity in the United States. These industrial communities grew up in the face 
of powerful competition from well-established industries in Europe. It was in 
the national interest to give them substantial tariff protection for their forma- 
tive years. Often they retained it long after their formative years. 

World War I added a new dimension to American tariff policy. The war 
found the United States cut off from traditional supplies of many important 
materials—notably essential chemicals and pharmaceuticals from Germany. 
Partly to eliminate this dependence on foreign supplies Congress increased tariffs 
further in the 1920's. 

The Tariff Act of 1930—the Smoot-Hawley Tariff—raised tariffs to the high- 
est point in our history. But in 1934 a retreat from protection began with the 
enactment of the Trade Agreements Act. For the first time since before the 
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Civil War those who believed that freer trade policies would strengthen rather 
than weaken American industry saw their views reflected in tariff legislation. 
This act introduced many new principles, notably the principle of reci] rocity 
whereby the United States bargains concessions in its own tariff for tariff con- 
cessions abroad. Again, however, a domestic issue—the aim of increasing do- 
mestic employment by getting other countries to lower their tariffs on our ex- 
ports—probably decided Congress in favor of lower tariffs. 

World War II for the first time broadened the scope of tariff policy consid- 
erations beyond the domestic economy. The size and competitive strength of 
the American economy in the wake of World War II made the country, inevitably, 
a major factor in international trade. At the same time there was a growing 
awareness of the interdependence of America’s security with that of the rest of 
the free world. 

Today, what the United States does with its tariffs has a bearing on the eco- 
nomic and military security both of this country and of its friends abroad. It 
bas a bearing on the foieign policy of this country and of other free-world 
countries. 

Since the tariff has become a foreign policy as well as a domestic issue, the 
trend toward lower tariffs which started in 1934 has continued. Postwar tariff 
agreements, negotiated at Geneva, Annecy, and elsewhere, have resulted in 
rates well below the 1930 levels in many cases. Today’s debate is concerned 
with whether or not we should continue this trend or stop and pe.haps even re- 
verse it. 

The President has recommended that the United States continue a policy of 
general tariff reduction. ‘lhe.e are many who support this position. Others 
believe that we should maintain or increase our tariffs. In this policy state- 
ment we present the principal facts and conside ations relevant to American 
tariit policy and make recommendations for its future course. 


AREAS OF AGREEMENT 


Publie debate often accents the differences of opinion about our tariff policy 
and tends to ignore the many aspects of that policy on which most people agree. 
The following propositions, we believe, will command a wide measure of agree- 


ment: 
THE TARIFF AND UNITED STATES FOREIGN TRADE 


(1) United States foreign trade, like our internal trade, permits a more 
economical use of our resources by promoting specialization of production. 
Taking the economy as a whole, we enjoy higher real wage levels and living 
standards with foreign trade than would be possible if we relied solely on 
supplies and markets within our own borders. 

The economic advantage of foreign trade is very clear when we buy abroad 
things which we don’t produce at all at home—coffee, bananas, and tin, for 
example. To provide substitutes for these imports within our own borders 
would entail a most uneconomical use of our resources. At the same time we 
would lose the advantage of obtaining these imports by exporting in exchange 
the things which we produce with relatively greater efficiency than anybody 
else—automobiles and almost all consumer hard goods, for example. 

There is a less obvious, but nonetheless real, economic advantage in our foreign 
trade when we buy abroad things which we do produce in some quantity at 
home—things like pottery, fine woolens, and hats. We could if we wanted meet 
all our requirements for these imports from home production. The cost would be 
nowhere near so great as would be the cost of trying to grow coffee or bananas 
in the United States. But there would be a cost which would be reflected in 
higher prices (and less demand) and lower wages; i. e., a less economic use of 
our resources, And again we would lose the advantage of selling, to pay for 
oe imported items, goods which we produce at home with greater comparative 

ciency. 

In general, when an import competes successfully on its own merits in our 
domestic market, foreign trade offers us an economic advantage by promoting a 
more efficient use of our resources. All trading nations benefit in this way from 
an expanding world trade. 

(2) Sometimes the economical use of our resources is less important than 
other considerations. The health of key defense industries is likely to be the 
foremost example of a situation where overall economic efficiency becomes of 
Secondary importance. The welfare of a particular domestic group might also 
on occasion be of overriding importance. 
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Then there are limitations to the general rule that expanded internationa] 
trade serves the economic advantage of trading nations. For example, if the 
prices of imports are made artificially low for a time by foreign subsidies or 
dumping, the rule does not hold. In some cases temporary protection for 
domestic “infant” industries from foreign competition may result in greater 
efficiency in the long run. 

(3) Tariffs inhibit the growth of American @xports. Because our typical 
industrial and agricultural exports are the products of some of the most efficient 
producers in the world, other countries are anxious to buy more from us. But 
they are limited by their dollar earnings. Increasing the effective demand for 
United States exports depends upon increasing the supply of dollars abroad, 
The main way of doing this is by increasing United States imports... Trade isa 
two-way proposition. While some dollars spent abroad may at times go into 
other countries’ reserves, the vast demand for American products abroad assures 
that most dollars spent in other countries will come back here in one way or 
another in the form of increased orders for United States exports. 

(4) Many sectors of American manufacturing and agriculture sell a large part 
of their output abroad. Between a quarter and a half of our entire production 
of cotton, tobacco, corn, and wheat is exported. In all, farm products repre. 
senting about 30 percent of the value of farm marketings are highly dependent 
on export markets. We also export a large part of our output of some manv- 
factured goods. In 1952, for example, we exported 30 percent of our earth- 
grading machinery, 23 percent of our tractor production, 22 percent of our textile 
machinery, 22 percent of our sewing machines, 19 percent of our typewriters, 
17 percent of our printing machinery, 16 percent of our trucks and buses, 13 
percent of our refrigerators, 13 percent of our diesel engines, and 12 percent of 
our agricultural machinery. We exported chemicals and pharmaceuticals in 
large volume—38 percent of our DDT, 26 percent of our penicillin, and 11 percent 
of our dyes, colors, and stains, for example. We exported 9 percent of our 
cotton textile print cloth. And a large volume of iron and steel products. 

(5) Only a part of our imports are subject to tariffs or other import restric. 
tions. Of our total annual imports of approximately $10.8 billion in 1951, some 
$6 billion consisted of products which enter free of duty or quota restrictions? 
The rest—some $4.8 billion annually—were subject to tariff duties or import 
quotas. This $4.8 billion included about $2.5 billion of finished and semifinished 
manufactures, $1.8 billion of agricultural products and $500 million of metals 
and minerals. Of this $4.8 billion of imports, however, only about $3 billion 
were subject to import quotas or to tariffs sufficiently high to have an appreciable 
effect on the volume of imports. This $3 billion consisted for the most part 
of agricultural products and finished manufactures. 

(6) The economies of most other countries of the free world—particularly of 
our major allies—are considerably more dependent than our own on foreign 
trade. For example, Britain’s imports are equal to about 22 percent of its 
gross national product, as compared with 3 percent for the United States. The 
eorresponding figure for Holland is 38 percent; for Belgium, 30 percent; for 
Western Germany, 13 percent; for Italy, 14 percent; for Japan, 10 percent; and 
for France, 7 percent. Because of this dependency on foreign trade, the future 
economic growth and health of many countries depend, in considerable part, 
on whether they have a sufficient opportunity to expand their trade with each 
other and with us. In this sense tariffs have greater economic importance for 
our friends and allies than they do for our own economy. This is not to say 
that there is not considerable scope for more efficient use of resources within 
the United States by increasing our foreign trade. 


THE TARIFF AND UNITED STATES SECURITY 


(7) Our tariff policy affects the economic strength of our allies. Their eco 
nomic strength affects their military strength and their political stability—ia 
short, their value as free-world allies. Thus our tariff policy has a significant 
bearing on our own security, as CED has pointed out in earlier statements. 


1Increasing imports is not the only way to enable foreigners to buy more of our 
products and services. .To some extent, and for a time, exports can be increased by ¢™ 
panding the flow of American investment abroad. Increasing expenditures abroad by 
‘American tourists also helps expand our exports. Foreign aid, too, is a method of mail 
taining or increasing our exports, although it is not one on which we or other countri# 
wish to rely indefinitely. 
. 2 ~— = the latest year for which this kind of breakdown of United States import figure 
8 available. 
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(8) Our tariff policy affects our ability to win allies and to keep them. It 
has become to our allies an important indicator and symbol of our attitude toward 
their economic problems. What we do about the tariff has signicant psycho- 
logical and politieal effects in strengthening or weakening our alliances. Low 
tariffs will help to strengthen the community of economic and political interest 
between our allies and ourselves—to increase their sense of solidarity with the 
United States. 

(9) Our tariffs to some extent protect productive capacity essential to national 
defense. A general and substantial lowering of tariffs might expose some 
essential defense capacity to damaging import competition, but exactly which 
industries are essential to national security and how much damage might result 
from tariff cuts can only be judged after careful examination of particular situ- 
ations. 

In some respects, however, the tariff may be harmful to our defense production 
potential. Some tariffs protect industries making goods which are not essential 
in wartime. The labor, capital, and management in those industries would 
make a greater contribution to our security if, for example, they were employed 
in our major capital goods industries, many of which would expand if export 
opportunities increased. 

(10) A strong and dynamic American economy is essential not only to eur 
own security but to the security of all free nations. To remain strong and 
dynamie American industry must continue to devote resources to research and 
development on a large scale. In some instances a portion of these resources 
on which the growth of the American economy depends is made available be- 
cause of the existence of tariff protection. In other cases, however, tariff pro- 
tection may reduce the incentive to engage in research by sheltering domestic 
industries from foreign competition. 

(11) Tariffs on imports of commodities which substitute for the use of 
scarce, exhaustible natural resources raise special national-security problems. 
At present most imports of such commodities enter duty free, or subject to tar- 
iffs too low to affect substantially the division of the domestic market between 
domestie and foreign producers. Lead, zinc, and some refined petroleum prod- 
ucts are, however, important exceptions. Tariffs or other restrictions on imports 
of such commodities may result in speeding up the exhaustion of scarce domestic 
supplies, thus cutting down our reserves for an emergency and thereby tending 
to impair our national security. 


THE TARIFF AND AMERICAN INDUSTRY 


(12) Protective tariffs are a form of subsidy for industry and tax on con- 
sumers. Our tariffs give an indirect subsidy to domestic producers by raising 
the domestic price of competing imported products. Thus, the tariff allows 
some domestic output to be sold at higher prices or in larger quantities than 
would be possible without tariff protection. At the same time, tariffs tax con- 
sumers of certain imported goods in order to disecvurage importation of these 
goods. 

_ (18) Wage levels in other countries are generally much lower than in the 
United States. For example, in 1951, the annual wages and social benefits paid 
by British industry to each employee averaged only about 32 percent of what 
American industry paid. In Belgium the figure was 37 percent; in Western 
Germany and France, 29 percent ; in Italy, 17 percent; and in Japan, 10 percent.* 

(14) The fact that wages are lower in other countries does not mean that 
some American products cannot compete on even or better than even terms with 
foreign products. This is true because the price at which a product can be 
profitably sold depends not on wage rates but on unit cost of production. 


* Average annual earnings rather than hourly earnings have been used in this 
son because available hourly earning data do not include all social benefit fen ong 
Sources : Europe, United Nations Economic Commission for Europe, Survey of Europe in 
1950 (Geneva. 1951), p. 261; Japan, Economic Counsel Board, Economic Survey of . apan 
(1952-53) (Tokyo, 1953), p. 147. The figure for Japan is a comparison of average weekly 
earnings, rather than annual earnings, in Japan and the United States and includes wages 
only. All foreign figures were converted into dollars at official 1951 exchange rates in 
order to compare them with wages in the United States. The figures do not accurately 
eat pares Foal wage levels in the different countries, because, in some cases, the 
Sethoddel sieameneaet es do not reflect accurately the relative internal purchasing power of 
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Unit cost of production, in turn, is determined by many factors in addition 
to wages—by the amount and character of capital investment that stands behind 
each worker, by managerial skill, by the prices of raw. materials and power, by 
the quality of labor, and by the volume of output. The combination of these 
elements largely determines what is called productivity. In general, the high 
productivity of United States industries accounts for the low unit cost of many 
American products. 

The differences in average productivity between European and American 
industry are of roughly the same order as the differences in wage and social 
welfare payments per employee. It is the higher average productivity in 
this country that makes it possible for the average American worker to earn 
a higher wage than his counterpart in Europe. Conversely, lower European 
wage levels are conditioned by lower productivity in European industry. Many 
specific industries, of course, are exceptions to this general rule. 

(15) Productivity varies widely as among individual American industries, 
while differences in wage rates tend to be less marked. For this reason, those 
American industries in which productivity is highest are likely to have the 
lowest unit costs and therefore the strongest competitive position in both the 
domestic market and overseas. 

Our highly mechanized mass-production industries are good examples of 
competitive advantage based on productivity. At home, the products of these 
industries have little to fear from foreign competition ; abroad they have proved 
to be strongly competitive. In these industries, the combination of high capital 
investment per employee, relatively low raw material costs, American managerial 
skill and volume runs based on mass markets combine to produce an efficiency 
so much greater than in other countries that our production can be sold profitably 
at prices fully competitive with foreign prices, despite the much higher wages 
prevailing. 

(16) United States industries may be at a competitive disadvantage with for- 
eign producers in lines where the American producer has no special advantage 
in raw material costs or volume of output and where production techniques are 
about the same here and abroad. This could be true, for example, of products 
which are manufactured both here and abroad by much the same kind of 
machinery, and with about the same input of labor for each unit of production. 
In these cases American products are subject to foreign competition resulting in 
large part from lower wage rates prevailing abroad. Competition would be 
increased if tariffs were lowered. Products which appear to fall into this 
category include heavy electrical equipment, watches, woolen and worsted 
textiles, flat glass, rayon staple fiber, bicycles, some chemicals and some machine 
tools. 

Another group of American industries subiect to import competition includes 
handicrafts and other consumer goods industries where production is not 
highly mechanized and where there is a very high labor content—for example. 
leather goods, felt hats, and hand-blown glassware. In industries of this kind, 
American producers, paying higher wages, are at a disadvantage in competition 
with foreign producers, and, in general, the products of these industries have 
high tariff protection. 

(17) In the absence of price supports and other controls now in effect for 
many farm products, most of American agriculture would have a decisive 
competitive advantage over its counterparts abroad. The bulk of American 
agricultural production is of commodities such as wheat, corn, cotton, tobacco, 
and dairy products for which our plentiful supply of land can be used to best 
advantage, in combination with mechanized equipment, extensive use of fertili- 
zer and continual improvements in crop varieties. We produce large surpluses 
of most of such commodities. For a few agricultural products, reduction of 
the United States tariff would result in a substantial increase in imports— 
examples are apparel wool, oats, cigar tobacco and edible nuts. The great bulk 
of American agricultural imports. however, are of such commodities as coffee, 
jute, cocoa, raw rubber, sugar, tea, and bananas, which we either do not pro- 
duce in sufficient quantity to satisfy our own market, or do not produce at 
all. 


EFFECTS OF TARIFF LIBERALIZATION 


(18) Just how much our imports would increase if tariff rates were reduced 
below present levels is uncertain. This is true of the total import level and 
more true of the level of specific imported products. Existing estimates vary 
widely. There seems to be agreement only on the general pruposition that the 
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jonger-run effects of tariff cuts would be substantially greater than those in the 
short run. 

(19) Just how much increased competition from imports might affect the 
domestic output or prices of the products involved is impossible to forecast. 
The most that can be said is that tariff cuts, if imposed across the board, would 
undoubtedly involve increased competition for some domestic producers. The 
siz? and nature of the effect would depend upon how rapidly the tariff were 
reduced, on the character of the domestic market for the product in question, 
on the business policy of foreign producers, and on the state of demand and 
level of business activity in this country. 

Where the domestic market for the product in question is expanding, sub- 
stantial additional imports might be absorbed without causing any reduction in 
domestic output or prices. On the other hand where the domestic market is 
not expanding, or where the increase in imports resulting from a tariff cut is 
large relative to domestic output, an actual reduction of domestic output and 
employment might be caused. In some cases, a tariff cut might cause a decline 
in domestic prices, and in the profits of domestic producers, without any sub- 
stantial effect on the volume of domestic production or of imports. In other 
eases, foreign producers might simply raise their prices by the amount of the 
tariff cut, and there would be no effect on domestic production or prices. 

(20) Competitive adjustments of the sort that might result from changes in 
the tariff are basically no different, and have ordinarily been far less severe, 
than those which are continually taking place within our competitive domestic 
economy. Competitive adjustments of this kind are part of the growth of our 
productive efficiency and of the growth of our standard of living. 

Nevertheless such adjustments involve social and economic costs. The costs 
may be different kinds: Workers may lose their employment and have difficulty 
in finding new work. Labor skills acquired over long periods can be rendered 
obsolete by new competition. Plant and equipment made idle by new competi- 
tion which cannot be converted to other uses become valueless. Local com- 
munities heavily dependent on a particular industry whose output and employ- 
ment have been reduced can become chronically depressed. These economic and 
social costs of tariff liberalization cannot be overlooked. In making tariff policy 
they should be carefully weighed against the political and economic advan- 
tages to the United States of reducing tariffs. 


THE TARIFF AND EXPANDING WORLD TRADE 


(21) American tariffs have been considerably lowered since the 1930’s. About 
half of this reduction has been due to reciprocal trade agreements entered into 
with other countries and the other half to the effect of rising prices of im- 
ported merchandise on specific tariff duties. There are opposing views on the 
question of how much this reduction has reduced the general restrictiveness of 
the tariff. It is clear, however, that tariff rates on many products are still 
restrictive, in the sense that reduction of those rates would increase imports 
substantially—for example, the tariffs on woolens and worsteds, apparel wool, 
cigar wrapper tobacco, sewing machines, optical instruments, fish fillets, edible 
nuts, and toys, among others. 

(22) Tariffs are not the only restrictive feature of American commercial 
policy. The “Buy American” legislation and other shipping policies also restrict 
imports of goods and services. Import quotas may well be as important in their 
effect on the overall volume of our imports as the tariff. Direct quantitative 
restrictions, such as those imposed on imports of wheat, cotton, sugar, butter, 
a mites are more important than tariffs in restricting imports of agricultural 
products. 

(23) The business risks arising from uncertainties over United States tariff 
rates and regulations and their future course are a serious obstacle to those 
seeking market opportunities in the United States for foreign goods. Uncer- 
tainty is created by the peril-point and escape-clause provisions of the Trade 
Agreements Act, by the extreme complexity of tariff classification set out in the 
Tariff Act of 1930, by present methods of determining the value of imported 
merchandise for tariff purposes.© Foreign exporters and American importers are 


‘In principle, the committee feels that quantitative import restrictions are in undesirable 
method of controlling imports but the question what to do about our agricn!tural import 
quotes is inseparable from the problem of domestic agricnitural policy. CED's Research 
ind Policy Committee now has in preparation a policy statement on farm policy which will 
treat this subject, hence it is not discussed further here. 

These questions are examined more fully on pp. 30—33. 
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continuously inhibited by uncertainties over the future of the Trade Agreements 
Act and of American tariff policy generally. These uncertainties influence the 
level of our imports of dutiable products. 

(24) Other countries’ import barriers, which are generally higher than our 
own, also severely restrict foreign trade. These import barriers exist to pro- 
tect domestic industries, to bolster a weak balance of payments, to safeguard 
certain social policies and for other reasons. Many countries’ restrictions on 
imports of American products are in part made necessary by their inability to 
earn enough dollars to pay for all the goods and services they want to buy from us. 
Lowering our barriers to imports would therefore make it possible for other 
countries to lower their import barriers. It would give us a basis and a justifica- 
tion for pressing them to do so. Our own willingness to lower our tariffs and 
other barriers to imports is affected—and properly so—by the willingness of other 
countries to liberalize their import policies. Thus, liberalizing the American tariff 
can be an effective means to expand world trade, provided other countries will also 
lower trade barriers. 

The committee believes that the foregoing propositions about international 
trade and the tariff will be widely accepted. These points do not, however, 
answer all the questions relevant to tariff policy. Nor do they point to a single 
conclusion about what kind of tariff policy would be in our national interest. 

Disagreement about tariff policy arises from two sorts of differences. There 
are differences about questions of faet—such as the probable effect of tariff cuts 
on imports and domestic industries. And there are differences about the relative 
importance to the national interest of the various considerations that go into 
the making of tariff policy. 


THe View or THOSE WHO Oppose TARIFF LIBERALIZATION 


Those who oppose tariff liberalization stress the risks a more liberal tariff 
policy might have for particular American industries. They see a risk of injury 
both to industries essential to our national defense and to industries which make 
an important contribution to the growth and strength of the American economy. 
They question whether tariff reductions would have any immediate or substantial 
effect upon the volume of our exports. 

Persons who hold this view question whether the importance of tariff policy 
as an arm of foreign policy has not been given too much weight in recent years. 

All parties engaged in the present debate on tariff policy agree that American 
production and productive capacity which are essential to the national security 
should be safeguarded. Those who oppose further tariff reduction feel that no 
very clear line can be drawn between industrial products which directly or in- 
directly serve our military strength and those which are wholly nonmilitary in 
nature. The contribution of American industry to national security is not con- 
fined, in their view, to a few industries, but is general throughout the American 
economy. Therefore, they feel that tariff reductions on almost any important 
class of goods are likely to mean the loss of productoin, productive capacity and 
skills essential to defense. 

All parties engaged in the present debate also agree that a strong and dynamic 
American economy is essential not only to our own security but to the security of 
all free nations. To remain strong and dynamic the American economy must 
continue to grow. And growth, in turn, depends in part on American industry 
earmarking resources on a large scale for research and development. Those who 
oppose tariff liberalization assert that the supply of these resources may be put 
in danger by tariff cuts—may be already restricted in some industries under the 
present level of United States tariffs. 

Opponents of tariff liberalization believe our foreign friends and allies no 
longer need the special assistance that lower tariffs might afford in expanding 
their foreign trade. They point out that other industrial countries in the free 
world have now largely recovered from the war; their industrial production is 
well above prewar levels, and their balances of payments and dollar reserves are 
in considerably better shape than they were a few years ago. For example, in- 
dustrial production in Western Europe in 1953 was 41 percent above 1938, and 
Western Europe’s exports in 1953 were 56 percent above their 1938 volume. Dur- 
ing 1953, Western Europe’s gold and dollar reserves rose by some $2 billion. 
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In light of these facts, opponents of tariff liberalization believe that United 
States tariff policy need no longer be used as an instrument of foreign policy. 
Rather, they urge that it is in the national interest to base tariff policy on do- 
mestie considerations and on a concern for our own economy. They believe that 
it is no longer necessary to run any risk of damage to domestic industries in 
order to strengthen our allies. 

The average level of United States tariff duties has already been lowered con- 
siderably as compared with prewar years. Opponents of tariff liberalization 
claim that the effect of the existing level has not yet been fully tested under con- 
ditions of postwar industrial recovery abroad and a buyer’s market at home. 

In the early postwar years, foreign industrial production was kept far below 
prewar level by war damage, shortages of fuel and materials, and shortages of 
foreign exchange. Demand in these countries was at the same time swollen by 
inflation, by reconstruction of war damage, and by wartime arrears of investment 
and consumption. Foreign trade connections had been disrupted by the war. 
These things were true of most industrial countries overseas and particularly 
true of Japan and Germany. As a result, the volume of their exports to us was 
small. 

Now, however, production abroad has been restored, inflation largely overcome, 
and trade relations resumed. Moreover, a seller’s market in the United States 
has given way to a buyer’s market. In these circumstances, opponents of 
tariff liberalization believe that even the existing level of United States tariff 
rates may result in a widespread increase in foreign competition. Indeed, from 
their point of view, there is a question whether some existing rates should not 
be increased. 

Increased competition from imports would be severe in industries of the handi- 
craft type. There are a good many products of heavy industry, too, where pro- 
duction methods are much the same here and abroad, and where the number of 
manhours of labor which goes into a unit of production is quite similar. In such 
cases, low foreign wages give foreign producers a competitive advantage and 
often mean that foreign products can undersell domestic products in the American 
market. Heavy electrical equipment, flat glass, some chemicals, and some ma- 
chine tools appear to be examples of such products. A German worker turning 
out some synthetic organic chemicals is just about as efficient and productive as 
an American worker, but his wages are much lower. The same can be said of a 
Belgian worker making plate glass. 

Those who oppose tariff liberalization point out that the aim of using United 
States tariff concessions to secure tariff concessions for our exports overseas 
has not been very successful. Often tariff concessions offered for United States 
exports have been nullified by the imposition of import quotas abroad. In many 
eases the United States has traded tariff concessions for commitments by for- 
eigners merely to bind their tariff rates at the existing level—that is, we have 
ae our tariffs in exchange for promises from other countries not to raise 
theirs. 

In the view of those who oppose tariff liberalization, this record does not 
warrant much hope that other countries will respond in kind to further United 
States initiatives toward freer trade. In many parts of the world, particularly 
in underdeveloped countries, there is today a trend toward protectionism. The 
desire for industrialization in underdeveloped countries has led many gov- 
ernments to establish completely protected domestic markets for their new, 
infant industries. Other countries have turned to protectionism to safeguard 
full employment and other social policies. Opponents of tariff liberalization be- 
lieve that United States sacrifices to foster freer world trade will come to 
naught in the face of these trends. 

These kinds of consideration led some Americans, including a minority of 
the research and policy committee, to oppose further tariff liberalization. 


THe VIEW OF THE COMMITTEE 


After full consideration of the views of those who oppose tariff liberalization, 
the research and policy committee, by a preponderant majority, has come to 
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the conclusion that it is in the national interest of the United to continue a policy 
of gradual and selective tariff reduction.* 


TARIFF POLICY IS PART OF OUR FOREIGN POLICY 


The committee believes that tariff policy is inextricably involved in our for- 
eign policy. 

The survival of freedom and of western civilization depends in considerable 
part on whether this country is able to keep strong allies willing to work with us 
in strengthening the free world and resisting Communist subversion and aggres- 
sion. A major aim of American foreign policy is therefore to strengthen the 
political and economic health of friendly foreign countries and to tighten the 
bonds of mutual interest and community of purpose which tie our allies to 
us and us to them. Our foreign economic policy and our tariff policy are inti- 
mately involved in this task. Trade among nations can be a powerful force 
making for unity. ’ 

Although Western Europe and Japan have now recovered from the direct 
effects of the war, they have not yet recovered their economic strength. Whether 
their strength increases or declines depends in part on whether they are able 
to expand their trade with the United States and other countries. Although it 
is doubtful that lower tariffs would increase our trade with these countries 
greatly in the next few years, the longer run effects could be important if 
our tariff policy could be put on a stable basis so as to minimize uncertainty. 
In the longer run, a liberalized American tariff could make a worthwhile con- 
tribution to our allies’ economic health and military strength—and hence a 
contribution to our own security. 

Moreover, the psychological and political effects of our tariff policy should 
not be underestimated. Adoption of a clear-cut policy of tariff liberalization 
would be signal evidence of our concern for the economic welfare of other free 
nations. It would therefore help to strengthen our alliances at a time when 
they badly need strengthening. Conversely, a reversal of our tariff policy would 
be interpreted by the rest of the world as a retreat from our present foreign 
policy. 


TARIFF LIBERALIZATION WILL STRENGTHEN THE UNITED STATES ECONOMY 


The committee believes that, on balance, the results of tariff liberalization will 
strengthen the domestic economy by improving its overall efficiency and by raising 
our living standards. 


* Footnote by John D. Biggers, in which Ernest Kanzler has asked to be associated: 
“T am opposed to the CED’s recommendations with respect to United States tariff policies. 
I consider them contrary to our national interest and based on academic theories rather 
than on actual conditions in the world today. 

“(1) The United States is already a low-tariff country. Of the 43 countries reporting 
to the International Monetary Fund, the United Nations, and other official sources, 35 have 
a higher percentage ratio of customs duties collected to total value of imports than the 
United States. Only seven countries have lower ratios. 

“(2) We should test the effects of adjustments already made before going further. 
The tariff reductions embodied in the so-called reciprocal trade agreements which have 
been made since 1934 have not been sonenee ly tested under normal world conditions. 
Only during recent months has our economy been relatively free of abnormal or artificial 
stimulants and already the ill effects of tariff reductions made during the past 20 years 
are being felt by a number of our industries in many communities and by thousands of 
unemployed workers. 

“(3) Other nations are pursuing nationalistic policies in their own self-interest. The 
committee’s recommendations might be effective if we were living in an unselfish world, but 
such is not the case. Others are glad to invade our markets but reluctant to have us share 
in theirs. They have erected tariff barriers, exchange regulations, import quotas, and even 
embargoes to protest their markets. We have received very few benefits in return for our 
large tariff reductions during the past 20 years. 

“(4) Our allies do not need additional tariff aids. Their industrial production has risen 
to levels of 31 to 73 percent above those prevailing in 1938, and they have made further 
gains during the current year. 

“(5) We cannot permanently divert world commerce from its natural channels. Our 
allies are resisting and even ignoring our efforts to exclude them from their normal 
markets in Eastern Furope and Asia. 

“(6) We cannot buy support for our policies. We have not succeeded by giving out- 
right aid nor can we by offering easy business on a platter. 

“(7) Further tariff reductions might boomerang. American communities, companies, 
and workers seriously injured by foreign imports would demand Government protection, 
and we might swing the pendulum too far in the direction of increased tariffs. This 
would be unfortunate. 

“(8) The sound policy seems to be to test the effects and consequences of the tariff 
reductions made during the past 20 years before making further unwarranted, unneéessary, 
and dangerous experiments.’ 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1503 


Tariff liberalization, by increasing imports, will permit other countries to 
buy more from us, particularly in the longer run. Our major export industries— 
for example, those producing earth-moving machinery, tractors, tetxile machinery, 
printing machinery, sewing machines,*typewriters, refrigerators, diesel engines, 
motor vehicles, and agricultural machinery—are, in general, those with the 
highest relative productivity. As their output is increased and is exchanged 
for more imports, the overall efficiency of the American economy tends to 
increase. In general, increased imports at costs and prices below those involved 
in domestic production raise our standard of living. Increased imports add to the 
variety of our consumption. They stimulate American industry to develop new 
and better products. 


TARIFF CUTS SHOULD BE MADE GRADUALLY 


We favor a gradual approach to tariff reduction. We have pointed out the 
impossibility of forecasting accurately the efiect of tariff cuts on imports and 
on the domestic economy. Because of that difficulty, it is essential to reduce 
tariff rates gradually and selectively. The speed at which they are reduced 
should be subject to adjustment in the light of experience. 

If tariffs are reduced gradually, there is reason to believe that the effect 
on imports would not be very large in the short run." In the short run, foreign 
producers would not be able quickly to expand their output or to divert large 
supplies from other markets. It would take them considerable time to adapt 
desigus and specifications to the requirements of the American market. More- 
over, for many products, promotional effort on the scale necessary to break into 
the American market on a volume basis is something outside the experience and 
beyond the means of most foreign manufacturers. 

In the longer run, however, these nontariff obstacles to increased imports might 
be partially overcome, and the effect of tariff reductions on imports might be 
correspondingly larger. How much larger would depend, in part, on the assur- 
ance felt by foreign and domestic traders in the stability of American tariff 
liberalization policy and in international conditions generally. If such assur- 
ance is felt, the increase in imports might eventually become very considerable. 

Most domestic producers will be affected little if at all by a gradual reduction 
in tariffs.* This is true particularly of products produced here by highly mecha- 
nized, mass-production techniques, and these products account for the great bulk 
of American manufacturing. Our mass-production industries enjoy expanding 
markets at home and at the same time compete very vigorously in many markets 
abroad. 

The competitive impact of even moderate tariff reductions might be more 
serious on some other products of industry and agriculture, particularly on 
products of the handicraft type and on a few agricultural commodities. In these 
cases it is doubly necessary to proceed cautiously and gradually with tariff re- 
ductions. Furthermore, provision should be made to correct possible errors in 
tariff liberalization by allowing interested parties a chance to appeal. In cases 
where an industry is already declining absolutely, tariff reductions should 
ordinarily be avoided untit the orderly transfer of labor and other resources to 
other uses is reasonably assured. 


*The only available detailed estimate of the effect of tariff reduction on imports con- 
cludes that the short-run (3 to 5 years) effect of a complete suspension of tariffs would 
be to increase imports by somewhere between $800 million and $1.8 billion per year. 
Substantially higher estimates have, however, been made. The estimate referred to was 
made by the staff of the Randall Commission. It is based on the assumption that the 
suspension of the tariff is temporary, with no assurance of permanence. See Commission 
on Foreign Economic Policy (Randall Commission), Staff Papers, Washington, D. C., 
February 1954, Bi 380. The estimate is based on a detailed commodity study made by 
Dr. Howard 8. quet and outlined in his book, Aid, Trade, and the Tariff (New York, 
1953). It is consistent with an earlier estimate in a report by the Public Advisory Com- 
mittee of the Mutual Security Agency. It was there estimated that a drastic reduction 
(but not the complete Seaeeneeens of the tariff would increase annual imports by some $700 
million to $1 billion in the short run. This estimate, like the Randall Commission staff 
estimate, is based on 1951 import data. See A Trade and Tariff Policy in the National 
Interest, A Report to the President by the Public Advisory Board for Mutual Security, 
Washington, D. C., February 1953, p. 65. 

‘A recent estimate suggests that the temporary suspension of the tariff on manufactures 
would cause, at a maximum over a 3- to 5-year poe a $300 million reduction of annual 
output, and the loss of some 45,000 jobs, in domestic mannfacturing industries which 
compete directly with imports. See Commission on Foreign Economic Policy Staff Papers, 
Washington, D. C., February 1954, p. 383; and Howard 8S. Piquet, Aid, Trade, and the 
Tariff. table 6. p. 46. This estimate is subject to the general qualification noted in the 
text that the impact of tariff reductions on the domestic economy cannot be forecast with 
any certainty. e present this estimate with the warning that it and other such estimates 
should be treated with caution. 
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To proceed cautiously and gradually does not, however, mean to prevent any 
additional competition for domestic producers. It does not mean that competi- 
tive adjustments should necessarily be avoided when they are caused by import 
competition. The movement of labor, capital, and management from relatively 
high cost to lower cost production, under the stimulus of competition, is part of 
the process by which the American economy grows and increases its efficiency. 
These competitive adjustments are the same whether caused by tariff reductions 
or by domestic causes—the introduction of new and more economic production 
processes, the introduction of a new product by a competitor, geographic shifts 
of industry, and changes in consumer tastes. ~The American economy has dem- 
onstrated many times in recent years its flexibility and adaptability in adjusting 
to changes greater than have been occasioned by tariff reduction. Though these 
adjustments may at times be painful, they are one of the sources of the dynamism 
of the American economy. Their final effect is not to reduce average American 
wages but to increase them. For after the adjustments have been made and the 
displaced workers have obtained employment in more efficient industries, our 
productivity will be increased. As a result, real wages will be, on the average, 
higher than before. 


WHAT CONSTITUTES HARDSHIP? 


The committee recognizes that tariff liberalization will mean adjustments for 
certain elements of the domestic economy. The social and economic cost of these 
adjustments is real and should be carefully weighed in deciding on tariff cuts. 
Where these adjustments involve real hardship they should be a matter of 
= concern. But first it is necessary to define when a condition of hardship 
exists. 

The committee does not believe that a reduction of a domestic producer’s 
share of a growing market should, of itself, be considered hardship. On the 
other hand, where tariff cuts result in a substantial reduction in output and em- 
ployment, and where alternative employment is not available for the manpower 
and facilities made idle, real hardship has been caused. The rule governing 
tariff liberalization should be to avoid making labor and facilities idle on a 
substantial scale in situations where they cannot be reemployed within a rea- 
sonable time. This criterion can be satisfied in the great majority of cases 
if tariffs are reduced gradually. 

Situations of hardship can be anticipated and avoided in most cases if tariff 
reductions are preceded by a careful examination of the possible results, product 
by product and industry by industry. Where reduction of domestic output would 
be substantial and where alternative employment opportunities take time to 
develop, a gradual approach to tariff liberalization will, in most cases, allow 
sufficient time for the necessary adjustments. Adjustments which would involve 
serious hardship if they had to be made in 2 or 3 years might well be accom- 
plished with little or no hardship in a longer period. 


COMPENSATION FOR COMPETITIVE DAMAGE? 


Compensation in some form for competitive damage resulting from increased 
imports has often been suggested as a way of making tariff liberalization a 
more acceptable policy. The principle that persons damaged by action taken 
in the national interest should be compensated appeals to the sense of justice. 
The committee has, however, been unable to devise a practical compensation 
scheme. Furthermore, compensation for competitive damage resulting from 
tariff liberalization might set a dangerous precedent. 

The practical difficulties are of two kinds: In the first place there is the prob- 
lem of choosing criteria which would permit a determination of the amount of 
damage. Should adverse changes in the rate of profit or in return on invest- 
ment be used as measures? Would it be necessary to show a failure to earn a 
fair return on investment or to show absolute loss? Suppose only one product 
produced by a multiproduct firm is affected? 

In the second place there is the problem of tracing the damage to tariff 
liberalization. With so many factors affecting the sales, prices, profits, and 
employment of a firm, how would it be possible to prove the degree of damage 
which was traceable to a particular tariff cut? 

Even if these technical difficulties could be overcome, we would still have 
serious reservations about any compensation scheme. Compensation for com- 
petitive damage arising out of tariff cuts might create a precedent for de 
mands for compensation arising out of many other changes of Government 
policy. It would be unwise—and perhaps even inconsistent with a private, 
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competitive economic system—to establish the principle that property rights 
can be acquired in the continuation of particular Government policies or con- 


trols. 
ASSISTANCE FOR READJUSTMENT 


Fortunately, there exist alternatives to compensation which avoid these 
difliculties. Much help by local, State, and Federal bodies is already available 
to facilitate conversion or readjustment to more promising activities for firms, 
communities, and workers affected by increasing competition. 

Ordinarily, the most satisfactory way of adjusting to new competition is di- 
versification. Manufacturing companies affected by new competition can often 
solve their problem by shifting to new or different products. One-industry eom- 
munities can adjust to new competition by broadening their industrial base. 
Within the last few years, a number of one-industry communities have carried 
out successfully diversification programs. They have analyzed their industrial 
possibilities, raised funds, built plants, and attracted new industries.° 

Though local initiative is the key to successful community diversification, 
not all communities needing to broaden their industrial base are able to do se 
entirely on their own. Funds which can be raised locally may be insufficient. 
Local business leaders may lack knowledge of how to go about the task. 

Similarly, individual companies subject to increased competition may find it 
difficult or impossible to diversify. For example, in some of the industries sub- 
ject to import competition, firms are typically small and financially weak. Some 
of them lack funds to procure the necessary technical services, such as market 
analyses and production engineering. Some would not have the record of earn- 
ings to qualify for the needed financing from ordinary private sources. - 

State and Federal aid in various forms is already available for communities 
or firms that need it to diversify. A number of State covernments have estab- 
lished industrial development or credit corporations which can assist firms and 
local communities. At the Federal level, the Departments of Labor and Com- 
merce take a special interest in depressed communities and advise them in the 
establishment of diversification programs. State and Federal employment serv- 
ices assist displaced workers through their retraining and placement facilities, 
The Defense Department is required by Executive order to give special atten- 
tion to labor surplus areas in placing procurement contracts. The Federal Gov- 
ernment may grant accelerated tax-amortization privileges for the expansion in 
labor surplus areas of industrial facilities necessary for defense. Finally, the 
Small Business Administration, established in 1953, has authority to make or to 
participate with private institutions in making loans to small concerns. These 
loans, which muy range up to $150,000, are made in order that small businesses 
unable to obtain credit elsewhere on reasonable terms may finance plant con- 
struction, conversion or expansion. 

We believe that all these means should be vigorously used to make diversifica- 
tion possible where it is economically desirable and where the firms and com. 
munities directly concerned desire it. This type of assistance is preferable to 
continued tariff protection because it aims at facilitating competitive adjust 
ments rather than at giving permanent protection against import competition. 
Assistance to facilitate readjustments to imports should be given according to 
the same standards and by the same means as in the case of readjustments aris- 
ing from domestic causes. 


SAFEGUARDING DEFENSE INDUSTRIES 


All Americans agree that production and productive capacity essential to the 
national security should be safeguarded from damage which may result from 
import competition as tariffs are lowered. However, what production or capacity 
is essential to national security is a difficult question of judgment. Our belief 
is that only production or productive capacity which would be indispensable in 
time of national emergency, and which could not readily be built up after the on- 
set of the emergency, can properly be included in this category. 


*Suecessful programs of this kind have been carried out in Danbury, Conn.; in certain 
coal-mining communities in southern Illinois and Pennsylvania ; in Lowell and New Bed- 
ford, Mass.: in Manchester and Nashua, N. H.; in Utiea, N. Y.; in Iron Mountain, Mich. : 
in Altoona, Pa.; and in a number of other communities. A description of these and other 
examples of community adjustment to domestic and foreign competition by way of 
(liversification may be found in Commission on Foreign Economic Policy, Staff Papers, 
Washington, D. C., February 1954, ch. VII. 
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Even where damage to essential capacity or output would result from a tariff 
cut, continued tariff protection is not necessarily the best means of p:eventing 
it. There are other methods which may, in appropriate cases, be preferable. 

For example, in the case of military end products, a standby military contract 
ealling for modest current deliveries would allow facilities to be maintained 
and key personnel to be kept together. The contract could also provide for 
continuing research on product design and production methods. 

In other cases, a Government subsidy of some kind may be appropriate. A 
tariff is, of course, a form of subsidy. As a method of maintaining industrial 
capacity essential to defense, however, a direct subsidy may sometimes have 
the advantage over a tariff that its nature and purpose are clear and that its 
continuation from year to year would probably be subject to review in the light 
of changing circumstances. Subsidies are now used to protect from foreign 
competition some economic activities essential to national security, notably 
our merchant marine. A subsidy need not take the form of a cash payment, It 
might involve, for example, Government financing of certain capital equipment. 

In the case of essential raw materials whose output at necessary levels is 
threatened by tariff reduction. Government stockpiling at times of reduced 
demand may be preferable to continued tariff protection. In general, a liberal 
policy for imports of commodities which substitute for scarce, exhaustible 
domestic natural resources is especially in the national interest. Since the 
future rate of discovery of domestic reserves exploitable at reasonable costs is 
always in doubt, we ought, in time of peace, to use foreign sources of supply to 
meet a large part of our current needs for these commodities, safeguarding our 
reserves for future use in the event of an emergency. There may, however, 
be cases where for military or technical reasons the domestic output of basic 
raw naterials, scarce or plentiful, should be maintained at a level higher than 
would be possible if the tariff were lowered. In cases of this kind purchases 
of domestic output for the military stockpile or subsidies might be preferable 
to maintaining tariff protection indefinitely. 

There may be still other cases where there is no practical or desirable alterna- 
tive to continued tariff protection for essential capacity that would be damaged 
by a tariff cut. 

With all these considerations in mind, the committee favors a policy of 
gradual and selective tariff reduction along the general lines proposed by the 
President. The United States is the strongest nation of the free world, and it 
should lead in lowering import barriers and freeing world trade. The effec- 
tiveness of our efforts to expand world trade is not, of course, dependent on 
our policies alone. How other countries respond to our lead is equally im- 
portant, and their response should condition the course of our tariff policy. 
We believe, however, that the case for our taking the initiative now is very 
strong. 


RECOMMENDATIONS 


The Committee believes that the first requirement of tariff policy is to mini- 
mize uncertainty about the future course of the American tariff. We are con- 
vinced of the advantages of expanding world trade. If tariff liberalization is 
to make a positive contribution to this objective, we must first give as clear 
assurance as we can that the direction of future tariff changes will be downward. 
The act of assurance is as important as actual tariff reduction. 

The best way to create greater certainty about American tariff policy would 
be to extend the President’s trade agrements authority for a period of years. 
We favor extension for at least 5 years; consideration should be given to exten- 
sion for a longer period. Business at home and abroad should not be subject 
to the uncertainties which have resulted in recent years from annual debate 
over the renewal of this authority. 

Further, the President’s authority to reduce tariffs should be enlarged in four 
ways: 

First, the President should be authorized, as part of his trade agreements 
authority, to reduce tariff rates by not more than 5 percent per year for the 
period of the extension of the Trade Agreements Act. Unused authority should 
not expire but should carry over to following years. This new authority should 
replace the authority to reduce tariff rates remaining under the present act, 
except with respect to trade with Japan.” 


“The administration has proposed that in the case of Japan, with which no postwar 
agreement has been made, the unused authority under the present act, namely the authority 
to reduce tariff duties to 50 percent of the July 1, 1945, level, be retained. 
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Second, the President’s request for authority to reduce to 50 percent ad 
valorem, or its equivalent, any tariff rate now above that level should be granted. 
Such reductions should ordinarily be made over a period of years. 

Third, the President should be authorized to suspend the tariff duty on any 
produet which is not produced in substantial quantities in the United States. 

Fourth, the President should be authorized to exchange tariff reductions for 
other kinds of benefits to the United States than tariff reductions abroad. The 
present law requires that tariff concessions by other countries on American 
products be received in exchange for any reductions of American tariffs. In the 
Committee’s opinion, it is questionable whether tariff concessions from other 
countries are always the best return we can get in exchange for liberalizing our 
own tariff. Among other things, American exports are frequently more limited 
by other countries’ import quotas than by their tariffs. 

Reductions in our tariff, for example, might be exchanged for liberalization 
or elimination of other countries’ import quotas on American goods, or on the 
goods of third countries. American tariff reductions might also be exchanged 
for coneessions to American investors abroad—effective guaranties that Ameri- 
can firms and investors would enjoy the same rights and privileges as loca! firms 
and investors; effective assurance against nationalization without compensation; 
or permission to withdraw profits and capital. Agreements of this kind could be 
helpful in increasing American private investment abroad. 

We recognize that practical difficulties will be encountered in carrying out 
this broadened concept of reciprocity. Some countries may resist extending 
the scope of negotiations about tariffs to include nontariff questions. Never- 
theless, we feel that the advantages to the United States of being able to use 
tariff negotiations as a broader and more flexible tool of policy warrant a careful 
search for ways around these practical difficulties. 


CLASSIFICATION AND VALUATION 


The Commission on Foreign Economic Policy (the Randall Commission) made 
several proposals concerning the classification and valuation of imports in as- 
sessing tariff duties. These proposals may be summarized as follows: 

(1) The President should be empowered, on the basis of recommendations 
by the Tariff Commission, to make changes in commodity definitions and rates 
for the purpose of consolidating schedules and simplifying classifications, pro- 
vided such changes do not materially alter the average rate of duty for any class 
of goods. 

(2) The present standards and procedures for valuation of dutiable merchan- 
dise should be revised. In particular, “export value” should be made the 
preferred initial standard of valuation. 

(3) In addition; a study should be made of the feasibility of making greater 
use of the actual invoice price of imported goods for valuation purposes." 

We believe these three proposals are sound and should be adopted. The Presi- 
dent has requested legislation embodying the second of these three recommenda- 
tions. The whole question of simplification of customs classification is now 
under study by the Tariff Commission pursuant to the Customs Simplification 
Act of 1954. 


THE ANTIDU MPING ACT 


American producers are entitled to effective protection against serious injury 
resulting from foreign dumping in the American market—that is, from the sale 
of foreign merchandise here at a price substantially below the price charged in 
the exporting country, with allowance for normal transfer costs. At the same 
time, the administration of protection against dumping should not create unneces- 
sary delays and uncertainties for American importers and foreign exporters. 


Under present tariff legislation, the value of imported merchandise for duty purposes 
is normally based on “foreign value” or “export value,” whichever is higher. The foreign 
value is the price at which similar merchandise is offered for sale for home consumption 
in the exporting country. The export value is the price at which the merchandise is offered 
for sale to American importers. Foreign value represents neither the price paid for the 
goods nor the price for which they are sold in the United States. The determination of 
foreign value is costly and time-consuming. Neither importers nor customs officials know 
the foreign value without investigation in the country of origin. Elimination of foreign 
value as a standard of valuation would thus greatly reduce uncertainty about the amount 
of duty to be paid and delay in determining it. The use of the actual invoice price for 
valuation would further simplify and expedite valuation. 
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The Antidumping Act of 1921 is designed to give protection by imposing special 
antidumping duties in cases where it is found that a domestic industry is being, 
or is likely to be, injured by importation of goods of a kind or class which is 
being dumped. There is considerable criticism of the effectiveness of the present 
act as now administered. The task of determining actual or threatened injuries 
under the Antidumping Act has recently been transferred from the Treasury 
Department to the Tariff Commission. While it is important to avoid inter- 
ruption of imports while alleged cases of dumping are under investigation, the 
administration of the act should be speeded up in order to give American industry 
more effective protection against dumping. 


PERIL-POINT AND ESCAPE-CLAUSE PROVISIONS 


The peril-point and escape-clause provisions of the Trade Agreements Act in 
their present form are serious limitations on the President’s ability to lower 
tariff rates. 

The peril-point provision requires the Tariff Commission to survey all com- 
modities on which the President proposes to negotiate agreements and to specify 
rates of duty below which, in the Commission’s judgment, tariffs cannot be 
lowered without serious injury to domestic producers. The act also requires 
that an escape clause be inserted into all trade agreements. Under the escape 
clause, the Tariff Commission may recommend to the President, on its own motion 
or on complaint of an interested party, that a tariff concession be withdrawn 
because it is causing or threatening to cause serious injury to domestic producers. 

These provisions have been interpreted by the Tariff Commission to forbid 
tariff concessions which will result in any reduction of domestic output, except 
in the case of multiproduct industries where displaced labor and plant can easily 
be shifted to other products made by the same firms. Some shifting of resources 
into more efficient uses is, as we have noted, a necessary part of the economic 
process by which the national interest in expanded trade is realized. Although 
the escape-clause and peril-point provisions have not been frequently applied, 
this interpretation has greatly limited the area of effective use of the trade- 
agreements authority. (With the single exception of the trade agreement with 
Venezuela, no major reductions in United States tariffs have been made while 
the peril-point provision has been in effect.) If there is to be effective liberaliza- 
tion of the tariff, the peril-point and escape-clause provisions of the Trade Agree- 
ments Act need to be modified. In their present form, they are inconsistent with 
effective tariff liberalization. 

The President has asked that these provisions be retained. He has, however, 
stated his intention to base his decision on Tariff Commission recommendations 
on grounds broader than the Commission is empowered to consider. We agree 
that the President should be free to set aside Tariff Commission recommenda- 
tions when he finds that the national interest requires it. In our view, however, 
more than this is needed. We believe that the peril-point and escape-clause 
provisions of the Trade Agreements Act should be changed in two ways. 

First, it should be made clear that the purpose of these provisions is to pre- 
vent serious hardship rather than to prevent any reduction of domestic output 
by imports. “Serious hardship” might be defined as reduction in output and 
employment on a substantial scale, where a major part of the labor and facilities 
released would be unable to find suitable alternative employment or use within 
a reasonable time. 

Second, the withholding of a tariff-rate reduction under the peril-point pro- 
vision, or its withdrawal as a result of escape-clause proceedings, should ordi- 
narily be temporary, not permanent. Business firms, employees, and communi- 
ties should be given sufficient time to readjust to the effects of tariff reductions. 
But they cannot reasonably claim the permanent right to avoid adjustments 
where the national inerest clearly calls for a tariff reduction. 

CED does not favor unlimited free trade. We do believe that it is in the 
national interest of the United States to continue a policy of gradual and 
selective tariff liberalization. That policy should be fair to those who may 
be affected adversely by tariff reduction. It should not damage domestic pro- 
duction which is truly essential to national security. We believe that a tariff 
policy of this kind will, on balance, strengthen our domestic economy and increase 
our national security. 

As the strongest economic power in the free world, the United States has a 
special responsibility for liberalizing trade—the responsibility of leadership. 
The direction which our tariff policy takes will help to determine whether the 
free world moves ahead to widening markets and expanding production or 
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whether it moves in the opposite direction, toward intensified economic national- 
ism and political division. How effective American initiative will be depends 
on how other countries respond to it. Our willingness to liberalize our tariff 
reflects our belief that all the nations of the free world have a stake in the 
expansion of trade with each other. 


THE COMMITTEE FOR ECONOMIC DEVELOPMENT 


The Committee for Economic Development is a nonprofit organization of 150 
leading businessmen and educators who are devoting their time, experience, and 
resources to objective economic research and education. It is supported by 
yoluntary contributions from business and industry and is nonpartisan and 
nonpolitical. 

CED was incorporated in September 1942, with Paul G. Hoffman as its first 
chairman. It grew out of an idea advanced in 1939 by Mr. Hoffman and other 
leaders in business and education that “we should enlist the services of the best 
brains from our universities and from business and put them to work in solving 
the problems of how high productive employment can be attained and main- 
tained in a free society.” 

CED is dedicated to these basic objectives : 

(1) To develop, through objective research and discussion, findings and reec- 
ommendations for business and public policy which will contribute to the 
preservation and strengthening of our free society, and to the maintenance 
of high employment, increasing productivity and living standards, greater eco- 
nomie stability and greater opportunity for all our people. 

(2) To bring about increasing public understanding of the importance of 
these goals and the ways in which they can be reached. 

The first objective is the responsibility of CED’s research and policy com- 
mittee; the second, the responsibility of the Information Committee and the 
Business Education Committee. 


THE RESEARCH PROGRAM 


CED’s research program is directed by the research and policy committee, 
composed of 35 businessmen selected from the board of trustees. This com- 
mittee is aided in carrying out the research program by a research advisory 
board of leading economists and other social scientists and by a small research 
staff. 

The research and policy committee is solely responsible for statements on 
national policy. These statements, issued as pamphlets, are the result of months 
of careful study and frequent meetings.“ The research for each statement is 
undertaken by a subcommittee, with the full research and policy committee 
participating in the drafting of findings and recommendations. Throughout the 
period of preparation, the committee and subcommittee hold meetings at which 
the problems being considered are discussed with the research advisory board, 
the research staff and others with specialized knowledge in the field. When the 
committee has approved publication of a statement, any committee member may 
submit a signed memorandum of comment, reservation, or dissent, which must 
be published with the statement. 

In its deliberations, the research and policy committee draws extensively on 
research materials. In some cases these take the form of relatively brief research 
memoranda, prepared by experts in the field, which bring together pertinent 
factual and analytical material for committee consideration. These memoranda 
are ordinarily not published. In other cases full-length research monographs are 
prepared by scholars in the field being studied. These research studies are pub- 
lished as books by CED. The authors are assured complete freedom of conclusion 
and expression under CED’s bylaws. 


THE INFORMATION PROGRAM 


To aid in carrying out CED’s second basic purpose—increasing public under- 
standing of our economy—the information committee directs the distribution of 
CED research products and the preparation of interpretive material. State- 
ments on national policy and other CED publications are regularly distributed 
lo organizations, publications, and individuals throughout the country. 





See pp. 1510-1511 for list of current statements on national policy and other 
publications. 
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THE BUSINESS-EDUCATION PROGRAM 


A CED business-education program was established in 1947. Embracing scores 
of different field projects in economic research and education, this activity is 
directed by the business-education committee, whose membership includes lead- 
ing educators and businessmen. CED cooperation in the various projects rests 
on the principle of leadership by a university or other established educational 
unit combined with active participation and support by business and community 
leaders. In general, the projects fall into these classifications: (1) College- 
community research projects, (2) economic education in the public schools, and 
(3) cooperation with national, community and business organizations. 


STATEMENTS ON NATIONAL POLicy 


Following is a partial list of statements issued by the CED Research and 
Policy Committee. This list includes only those statements currently available. 

(Single copies of statements—free; up to 25 additional copies—25e each. 
Reasonable quantities free for classroom or study group use. Bulk rates on 
request. ) 


Untied -Statee Tare ee nei alieeenncsanintanns ubiastitalennsitnassnscpiitins Novemer 1954 
Managing {he FOGRre hha dar cates nakinerens-nheteoamemindn September 1954 
Defense Against Recession: Policy for Greater Economic Stability_. March 1954 
Taxes, National Security and Economic Growth_----~---------- January 1954 
Tax and Expenditure Policy for 1953..24.0.0.-- ss senna snes April 1953 
Flexible Monetary Policy: What It Is and How It Works__--_-__ March 1953 
sritain’s Economie Problem And Its Meaning for America__________ March 1953 
The Threat to Our National Security.__...._.---...-.---_. September 1952 
Ending. Price- Wage CoUMtrOMenucsticdiondtpeknkscacsqeiineela eas June 1952 
Tax and Expenditure Policy for. 1902. <.ciceicn co psiecesncaus April 1952 
Price: and. Waele Gomtiis ceria cc ckises een ed nbn don December 1951 
Feonomie Aspects of North Atlantie Security-_....-....-......___- May 1951 
An Emergency Tax Program for 1951....._......-....-........... March 1051 
Conditions Necessary for Effective Price-Wage Controls________ February 1951 
Paging fot Deletes. C6 Ch SS eS Ee November 1950 
Economic Policy for Rearmament_._.........-....-..-...--.-. Aucust 1950 
How ‘to Raisé ‘Real ‘Wat@ni 2 ot ee ee June 1950 
Tax and: Expenditure:Poticy for 190... 2... 2k. January 1950 
National Security and Our Individual Freedom______-----___ December 1949 
Uses and Dangers of Direct Controls in Peacetime__.._._..________ July 1949 
The International Trade Organization and the Reconstruction of 

World Trad@u2 26.825) lee Ban eaten aaah Sees teenies aca Tia ee tie June 1949 
Tax and Expenditure Policy: for 1940.50 ok ee May 1949 
Monetary and Fiscal Policy for Greater Economic Stability._.tttDecember 1948 
Taxes and the Budget: A Program for Prosperity in a Free 

MCGn ONG a or Sn SE a a ra ola cated trecig benim cnet November 1947 
Meeting the Special Problems of Small Business_.........._________ June 1947 
Agriculture In An Expanding Economy____--_-----_--__-_____- December 1945 
Toward More Production, More Jobs and More Freedom_________ October 1945 


International Trade, Foreign Investment and Domestic Employment_. May 1945 


SUMMARIES OF STATEMENTS ON NATIONAL POLICY 


Four-page summaries of the following statements are available without 
charge: 


Taxes, National Security and Economic Growth_.._-_--__-_____ January 1954 
"ES. TN Ce Re ar ete cerec cee me emsneip nen April 1953 
Flexible Monetary Policy: What It Is and How It Works_______-_ March 1953 
Britain’s Economic Problem And Its Meaning for America__._______ March 1953 
The Threat to Our National Security..._..............._____- September 1952 
Tax and Expenditure Policy for 1952_....._._.--..._-______________ April 1952 
Pries and Wage Gonmtrett cassis a en December 1951 
Economie Aspects of North Atlantic Security...............________ May 1951 


National Security and Our Individual Freedom_......_________ December 1949 





re 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1511 


DIGESTS OF STATEMENTS ON NATIONAL POLICY 


The following digests are available without charge (up to 50). Bulk rates on 
request. 


Charting a Course for Tariff Policy, digest of policy statement, 


United States Tariff Policy, 22 pages__...........-.------- November 1954 
Federal Debt Management, digest of policy statement Manag- 
ing tHe: Peseral edt; Bt ‘pages... -e September 1954 


What To Do About Recessions, digest of policy statement Defense 
Against Recession: Policy for Greater Economic Stability, 17 


DOR ee nee eee ee ea tienen tne April 1954 
How To Reform Our Tax System, digest of policy statement 
Taxes, National Security and Economic Growth, 19 pages__.. February 1954 


RESEARCH STUDIES 


Research Studies listed below may be ordered from MeGraw-Hill Book Co., 
Inc., 330 West 42d Street, New York 36, N. Y., or from local book stores. 


Price 
Stabilizing Construction: The Record and Potential, by Miles L. Colean 
and Robinson Newcomb, 340 pages (December 1952)_...-------_-___ $6.00 
American Monetary Policy, by E. A. Goldenweiser, 391 pages (July 
TR Ba hahaa kort Shetty a cetacean iN aaa 6. 00 
National Security and Individual Freedom, by Harold D. Lasswell, 270 
poemae. “CCCI sR a a Sali eth Semenipition 3.50 
Monetary Management, by E. A. Goldenweiser, 175 pages (July 1949)_-.. 3.50 
The following research studies are available only from CED: 
Smal! Business—Its Place and Problems, by A. D. H. Kaplan, 271 pages 
( Ree | FE ne ennio-<-o:00 dottinsestntmrntnabesdnidesinspenuiiitgiiinncpiiiianisive 4. 3# 
Controlling World Trade—Cartels and Commodity Agreements, by Edward 
S. Mason, DOS PARCR CAURUGT LOCO Se le centre i enn 3. 00 
Postwar Taxation and Economic Progress, by Harold M. Groves, 446 pages 
Po gee | ite Ma Si aS ik dll tun: So aa Oe ee 2 ae ee ae 4.50 
International Trade and Domestic Employment, by Calvin B. Hoover, 129 
DOgeeh <i ROR R Ie ND ide osh res en hl calncey en wahbiesin aphaheabiaiedanicibeie 3. 25 


Production, Jobs and Taxes, by Harold M. Groves, 132 pages (June 1944) __ 2. 00 


SUPPLEMENTARY PAPERS 


Problems in Anti-Recession Policy, Eleven memoranda by CED economists 
and consultants, 168 pages (September 1954) __-__-_--_-_____-__________ 1. 00 
World Politics Faces Economics, by Harold D. Lasswell, 118 pages (Janu- 


OY a shia caeeai ica te eA adi cael steele ceanitcison Ghat 2. 50 
Economics of a Free Society, by William Benton, 8 pages (December 

Re a ais Sara saath aces OU oe ic A Oa tN Kae ainsi ch Macs dt ecninldat clan ree 

OTHER PUBLICATIONS 

Copies of the following are available without charge: 
Neither Right Nor Left But Responsible, a brief description of CED’s 

aims and activities. 
Balance and Flexibility in Fiscal and Monetary Policy, an analysis 

by J. Cameron, Thommen, 16, WRG ois min teers eS June 1954 
Learning to Live With a Flexible Monetary Policy, an address by 

Meyer Bestnmaum, 16 pees. Qn ecn unsalted October 1953 
CED and Economic Research in College-Community Centers, 24 

DO esti steepest arc cnet ee cc ae November 1952 
CED and Economic Education in the Public Schools, 12 pages_._.. March 1952 
The Stabilizing Budget Policy: What It Is and How It Works, 20 

DO Sian chsh deinen ance ce Accel aiaictiiatinaiadilacaertitisacslianeaiiaa atiaciiibinds ees ces July 1950 


CED Boarp or TRUSTEES 


Meyer Kestnbaum, chairman; president, Hart Schaffner & Marx, Chicago, Ill. 

Gardner Cowles, vice chairman ; president, Des Moines Register and Tribune, 
and Cowles Magazines, Inec., New York, N. Y. 

Thomas B. McCabe, vice chairman ; president, Scott Paper Co., Chester, Pa. 








1512 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


J. Cameron Thomson, vice chairman; president, Northwest Bancorporation, 
Minneapolis, Minn. 

Frazar B. Wilde, vice chairman; president, Connecticut General Life Insurance 
Co., Hartford, Conn. 

Thomas Roy Jones, treasurer; president, Daystrom, Inc., Blizabeth, N. J. 

James L. Allen, senior partner and chairman executive committee, Booz, Allen 
& Hamilton, Chicago, Ill. 

Stanley C. Allyn, president, the National Cash Register Co., Dayton, Ohio 

Frank Altschul, New York, N. Y. 

F. J. Andre, president, Congoleum-Nairn, Inc., Kearny, N. J. 

George S. Armstrong, president, George 8S. Armstrong & Co., Inc., New York, 
 # 

Jervis J. Babb, president, Lever Bros. Co., New York, N. Y. 

William Balderston, chairman of the board, Philco Corp., Philadelphia, Pa. 

John W. Barriger III, vice president, Chicago, Rock Island & Pacific Railroad 
Co., Chicago, Ill. 

S. Clark Beise, president, Bank of America, San Francisco, Oalif. 

Frank N. Belgrano, Jr., president and chairman of the board, Transamerica 
Corp., San Francisco, Calif. 

Elliott V. Bell, chairman, executive committee, McGraw-Hill Publishing Co., 
Inc., New York, N. Y. 

William Benton, chairman of the board, Encyclopaedia Britannica, Inc., New 
York, N. Y. 

John D. Biggers, chairman of the board, Libbey-Owens-Ford Glass Co., Toledo, 
Ohio 

Sarah G. Blanding, president, Vassar College, Poughkeepsie, N. Y. 

W. Harold Brenton, president, Brenton Bros., Inc., Des Moines, Iowa 

Henry P. Bristol, chairman of the board, Bristol-Myers Co., New York, N. Y. 

James F. Brownlee, partner, J. H. Whitney & Co., New York, N. Y. 

Harry A. Bullis, chairman of the board, General Mills, Inc., Minneapolis, Minn. 

Everett Needham Case, president, Colgate University, Hamilton, N. Y. 

Charles 8. Cheston, Philadelphia, Pa. 

Frank A. Christensen, president, the Continental Insurance Co. and Fidelity 
& Casualty Co., New York, N. Y. 

Walker L. Cisler, president, the Detroit Edison Co., Detroit, Mich. 

Paul F. Clark, president, John Hancock Mutual Life Insurance Co., Boston, 
Mass. 

W. L. Clayton, Anderson, Clayton & Co., Houston, Tex. 

M. W. Clement, Philadelphia, Pa. 

Erle Cocke, president, the Fulton National Bank, Atlanta, Ga. 

John 8. Coleman, president, Burroughs Corp., Detroit, Mich. 

S. Bayard Colgate, honorary chairman of the board, Colgate-Palmolive ©o., 
New York, N. Y. 

John L. Collyer, chairman of the board, the B. F. Goodrich Co., Akron, Ohio 

S. Sloan Colt, president, Bankers Trust Co., New York, N. Y. 

James B. Conant, United States High Commissioner for Germany, Bonn, 
Germany 

Charles R. Cox, president, Kennecott Copper Corp., New York, N. Y. 

Jay E. Crane, vice president, Standard Oil Co. (New Jersey), New York, N. Y. 

F. C. Crawford, chairman of the board, Thompson Products, Inc., Cleveland, 
Ohio 

Harlow H. Curtice, president, General Motors Corp., Detroit, Mich. 

Donald K. David, dean, graduate school of business administration, Harvard 
University, Boston, Mass. 

Paul L. Davies, president, Food Machinery & Chemical Corp., San Jose, Calif. 

Chester C. Davis, Pasadena, Calif. 

R. R. Deupree, chairman of the board, the Procter & Gamble Co., Cincinnati, 
Ohio 

John §. Dickel, president, Dartmouth College, Hanover, N. H. 

George 8S. Dinwiddie, president, New Orleans Public Service, Inc., New Orleans, 
La, 

Arthur F. Douglas, Hotels Statler Co., Inc., New York, N. Y. 

Morris Edwards, president, the Gruen Watch Co., Cincinnati, Ohio 

M. H. Eisenhart, chairman of the board, the Bausch & Lomb Optical Co., 
Rochester, N. Y. 

Fred J. Emmerich, president, Allied Chemical & Dye Corp., New York, N. Y. 

Mark F. Ethridge, publisher, the Courier-Journal and the Louisville Times, 
Louisville, Ky. 
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Benjamin F. Fairless, chairman of the board, United States Steel Corp., New 
York, N. Y. 

James A. Farley, chairman of the board, the Coca-Cola Export Corp., New York. 
Na 

D. W. Figgis, director and former chairman of the board, American Can Co., 
New York, N. Y. 

Edmund Fitzgerald, president, the Northwestern Mutual Life Insurance Co. 
Milwaukee, Wis. 

Ralph E. Flanders, United States Senate, Washington, D. C. 

Percival E. Foerderer, Philadelphia, Pa. 

William ©. Fester, president, Manufacturing Chemists Association, Inc., 
Washington, D. C. 

Clarence Francis, General Foods Corp., New York, N. Y. 

Alfred ©. Fuller, chairman of the board, the Fuller Brush Co., Hartford, Conn. 

Walter D. Fuller, chairman of the board, the Curtis Publishing Co., Philadelphia, 
Pa. 

George M. Gadsby, chairman of the board, Utah Power & Light Co., Salt Lake 
City, Utah 

Clark R. Gamble, president, Brown Shoe Co., St. Louis, Mo. 

Paul S. Gerot, president, Pillsbury Mills, Inc., Minneapolis, Minn. 

Philip L. Graham, president and publisher, the Washington Post and Times 
Herald, Washington, D. C. 

Gordon Gray, president, University of North Carolina, Chapel Hill, N. ©. 

John M. Hancock, partner, Lehman Bros., New York, N. Y. 

George L. Harrison, New York Life Insurance Co., New York, N. Y. 

H. J. Heinz II, president, H. J. Heinz Co., Pittsburgh, Pa. 

Robert Heller, president, Robert Heller & Associates, Inc., Cleveland, Ohio 

Paul = Hoffman, chairman of the board, Studebaker-Packard Corp., Los Angeles, 
Calif. 

Charles R. Hook, chairman of the board, Armco Steel Corp., Middletown, Ohio 

John Jay Hopkins, president and chairman, General Dynamics Corp., New 
York, N. Y. 

Amory Houghton, chairman of the board, Corning Glass Works, Corning, N. Y. 

George H. Johnson, president, Gisholt Machine Co., Madison, Wis. 

Erie Johnston, president, Motion Picture Association of America, Inc., Wash- 
ington, D. C. 

Henry R. Johnston, New York, N. Y. 

William H. Joyce, Jr., president and chairman of the board, Joyce, Inc., Pasadena, 
Calif. 

Ernest Kanzler, vice chairman of the board, Universal CIT Credit Corp., Detroit, 
Mich. 

Henry P. Kendall, chairman of the board, the Kendall Co., Boston, Mass. 

Sigurd S. Larmon, president, Young & Rubicam, Inc., New York, N. Y. 

Roy E. Larsen, president, Time, Inc., New York, N. Y. 

Fred Lazarus, Jr., president, Federated Department Stores, Inc., Cincinnati, 
Ohio 

Leroy A. Lincoln, chairman of the board, Metropolitan Life Insurance Co., New 
York, N. Y. 

Elmer L. Lindseth, president, the Cleveland Electric Illuminating Co., Cleveland, 
Ohio 

George H. Love, president, Pittsburgh Consolidation Coal Co., Pittsburgh, Pa. 

J. Spencer Love, chairman of the board, Burlington Mills Corp., Greensboro, 
N. C, 

Robert A. Lovett, partner, Brown Bros., Harriman & Co., New York, N. Y. 

Franklin J. Lunding, chairman, executive committee, Jewel Tea Co., Inc., 
Chicago, Ill. 

Fowler McCormick, Chicago, Ill. 

Ralph McGill, editor, the Atlanta Constitution, Atlanta, Ga. 

Stanley Marcus, president, Neiman-Marcus Co., Dallas, Tex. 

Fred Maytag II, president, the Maytag Co., Newton, Iowa 

George H. Mead, honorary chairman, the Mead Corp., Dayton, Ohio 

Eugene Meyer, the Washington Post and Times Herald, Washington, D. C. 

Don G. Mitchell, chairman of the board, Sylvania Electric Products, Inc., 
New York, N. Y. 

George L. Morrison, chairman of the board and president, General Baking 
Co., New York, N. Y. 
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C. Hamilton Moses, chairman of the board, Arkansas Power & Light Co., Little 
Rock, Ark. 

Malcolm Muir, president, Newsweek, New York, N. Y. 

W. A. Patterson, president, United Air Lines, Chicago, Ill. 

Morris B. Pendleton, president, Plomb Tool Co., Los Angeles, Calif. 

Howard C. Petersen, president, Fidelity Philadelphia Trust Co., Philadelphia, 
Pa. 

T. S. Petersen, president, Standard Oil Company of California, San Francisco, 
Calif. 

Malcolm Pirnie, Malcolm Pirnie Engineers, New York, N. Y. 

Gwilym A. Price, president, Westinghouse Electric Corp., Pittsburgh, Pa. 

M. J. Rathbone, president, Standard Oil Co. (New Jersey), New York, N. Y. 

Philip D. Reed, chairman of the board, General Electric Co., New York, N. Y. 

Reuben B. Robertson, chairman of the board, the Champion Paper & Fibre Co., 
Canton, N. C. 

Raymond Rubicam, Scottsdale, Ariz. 

Beardsley Ruml, New York, N. Y. 

E. C. Sammons, president, the United States National Bank of Portland, Port- 
land, Oreg. 

Harry Scherman, chairman of the board, Book-of-the-Month Club, Inc., New 
York, N. Y¥. 

Carrol M. Shanks, president, the Prudential Insurance Company of America. 
Newark, N. J. 

Dorothy Shaver, president, Lord & Taylor, New York, N. Y. 

Harper Sibley, Sibley Farms, Inc., Rochester, N. Y. 

E. D. Slater, president, Frankfort Distillers Corp., New York, N. Y. 

J. E. Slater, president, American Export Lines, Inc., New York, N. Y. 

George F. Smith, president, Johnson & Johnson, New Brunswick, N. J. 

S. Abbot Smith, president, Thomas Strahan Co., Chelsea, Mass. 

H. Christian Sonne, chairman of the board, Amsinck, Sonne & Co., New York, 
N. 3 

Joseph P. Spang, Jr., president, Gillette Co., Boston, Mass. 

Kenneth A. Spencer, president, Spencer Chemical Co., Kansas City, Mo. 

Robert Gordon Sproul, president, the University of California, Berkeley, Calif. 

Frank Stanton, president, Columbia Broadcasting System, Inc., New York, N. Y. 

Elmer T. Stevens, president, Chas. A. Stevens & Co., Chicago, Ill. 

John P. Stevens, Jr., chairman of the board, J. P. Stevens & Co., Inc., New 
York, N. Y. 

William C. Stolk, president, American Can Co., New York, N. Y. 

Anna Lord Strauss, New York, N. Y. 

John Stuart, chairman of the board, the Quaker Oats Co., Chicago, Ill. 

Charles P. Taft, Cincinnati, Ohio 

Wayne C. Taylor, Heathsville, Va. 

Alan H. Temple, executive vice president, the National City Bank of New York, 
New York, N. Y. 

H. C. Turner, Jr., president, Turner Construction Co., New York, N. Y. 

ee Upson, chairman of the board, Raymond Concrete Pile Co., New 

ork, N. Y. 
Alan Valentine, Washington, D. C. 
ane oon ee chairman of the board, National Dairy Products Corp., New 
ork, N. Y. 

Arthur B. Van Buskirk, vice president, T. Mellon & Sons, Pittsburgh, Pa. 

Thomas J. vee Jr., president, International Business Machines Corp., New 
York, N. Y. 

George Whitney, chairman of the board, J. P. Morgan & Co., New York, N. Y. 

Walter Williams, Under Secretary of Commerce, Department of Commerce, 
Washington, D. C. 

oe - ® woman chairman, executive committee, W. R. Grace & Co., New 
fork, N. Y. 

H. Carl Wolf, managing director, American Gas Association, New York, N. Y. 

Theodore O. Yntema, vice president, finance, Ford Motor Co., Dearborn, Mich. 

James W. Young, senior consultant, J. Walter Thompson Co., New York, N. Y. 

J. D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif. 

Harry W. Zinsmaster, president, Zinsmaster Baking Co., Duluth, Minn. 
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John 8. Zinsser, vice chairman of the board, Sharp & Dohme division, Merck & 
Co., Ine., Philadelphia. Pa. 

Executive director: Wesley F. Rennie. 

Secretary: Robert F. Lenhart. 

Information division: Nate White, director; Jay Odell, Stacey H. Widdi- 
combe, Jr. 

Business-education division: Robert S. Donaldson, director ; James D. Calder- 
wood. 


Finance division: Herbert Malley, director; Frank Crenshaw, Henry C. 
Suhrke. 

For additional copies or further information about the aims, activities, and 
publications of CED, write Wesley F. Rennie, executive director, Committee for 
Economic Development, 444 Madison Avenue, New York 22, N. Y. 


STATEMENT FOR PRESENTATION TO THE SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND 
RECIPROCAL TRADE AGREEMENTS OF THE House WAYS AND MEANS COMMITTEE 


The American Association of University Women has consistently supported 
a liberal trade policy for the United States. Beginning with the Reciprocal 
Trade Agreements Act in 1934, the AAUW, through its biennial conventions, 
has advocated reduction in trade barriers and the expansion of world trade. 
Most recently, on March 16, 1956, we urged before this committee the passage 
of H. R. 5550, a bill which would have authorized United States membership 
in the Organization for Trade Cooperation. 

The American Association of University Women is national in its makeup, 
for its 140,000 members are active in 1,351 branches covering the 48 States, 
the District of Columbia, Alaska, Hawaii, and Guam. The organization’s 
interest in international trade stems from the association’s program for the 
continuing education of members in current problems of foreign policy and its 
corresponding concern for translating a program of study of foreign policy into 
a program of action. 

The most recent biennial convention of the association (Los Angeles, June 
1955) reaffirmed interest in and support of legislation for a more liberal trade 
policy by resolving in favor of: 

“Support of a constructive foreign policy * * * designed to develop conditions 
favorable to democracy, economic well-being, security, and peace throughout 
the world, through such measures as * * * the extension of reciprocal-trade 
agreements.” 

It is our considered opinion that measures such as reduction of tariff barriers, 
participation in the Organization for Trade Cooperation, and simplification of 
customs procedures are necessary policies for the United States, consistent with 
its role as leader of the western alliance. In the long as in the short run, 
these are policies which will benefit the individual citizen as well as the economy 
asa whole. Our conviction has the following bases: 

(1) United States security is inextricably linked with that of our allies, 
hence their economic status is also a matter of direct concern to the United 
States. “Trade not aid” is a slogan to be practiced as well as preached if the 
United States is not to push its allies into an economic sphere in fundamental 
competition with that of the West. 

(2) United States dependence on external sources for vital raw materials 
(such as ores for atomic-energy development) is already considerable, and 
promises to increase in the next decade. The concept of defense through self- 
sufficiency is both dated and unrealistic for midcentury America. The healthy 
development of interdependence through an international free flow of goods is 
therefore to be preferred to erratic attempts to keep out foreign competition, 
for such attempts in the end irritate and alienate the very nations whose 
cooperation is essential to us. 

(3) The export market for United States products plays a vital role in the 
Nation’s economy. The margin between prosperity and depression, between 
full employment and unemployment, between a high and a low living standard, 
would be wiped out by elimination of foreign markets. Trade must be reciprocal; 
customers must have dollars if they are to buy our products, both manufactured 
and agricultural. 

(4) The continued development of free world trade will create conditions 
favorable to increased international flow of capital. This, in turn, will make 
possible increased total production for the free world. Increased production 





1516 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


is in the interest of the United States, for it will improve the living standards 
and the morale of the free world even as it will make for greater stability 
everywhere. 

(5) Barter is the trading system of a totalitarian state; free economies depend 
on free exchange of currencies and of goods. It is a logical corollary that full 
participation in the Organization for Trade Cooperation is at once a United 
States opportunity and a United States challenge. 

It is our hope that members of the House Subcommittee on Customs, Tariffs, 
and Reciprocal Trade Agreements share these fundamental beliefs, and that 
their final report to the Committee on Foreign Affairs will recommend (1) 
that the new Congress adopt the substance of H. R. 5550 (84th Cong.) and (2) 
that the 85th Congress concentrate on finding ways and means other than tariff 
protection, whereby United States industries which may be threatened by foreign 
competition can adjust with a minimum of economic displacement. 

MERIBETH FE. CAMERON, 

Chairman, International Relations Committee. 
IsaveL. H. Kipeney, 

Chairman, Legislative Program Committee. 


GENERAL FEDERATION OF WOMEN’S CLUBS, 
Washington, D. C., October 11, 1956. 
Hon. Hate Boaes, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, House of Representatives, House 
Office Building, Washington, D. C. 

DEAR CONGRESSMAN Boces: Enclosed is the statement, in quadruplicate, on 
the Organization for Trade Cooperation which the General Federation of 
Women’s Clubs would like to submit for the attention of the subcommittee in 
connection with the hearings on customs, traiffs, and reciprocal-trade agreements. 

Sincerely yours, 
GENEVIEVE H. OsLunD, 7 
Legislation Research Director. 


STATEMENT ON THE ORGANIZATION FOR TRADE COOPERATION 


I am Mrs. R. I. C. Prout, president of the General Federation of Women’s 
Clubs, an organization chartered by Congress in 1901. We have slightly under 
900,000 members, who hold direct membership, and 4.5 million affiliated members, 
giving us a total of approximately 5.5 million members in the United States. 
In addition, we have 5.5 million members in 55 countries throughout the world. 

The General Federation of Women’s Clubs has had a long and continuous in- 
terest in the reciproeal-trade-agreements program, for as early as 1938 resolu- 
tions approving the program were passed at its annual convention. Our legisla- 
tive policy is derived from resolutions passed by the delegate body at annual 
conventions. 

There are in effect today three resolutions dealing with foreign economic 
policy; one affirming support of the reciprocal-trade agreements, another op- 
posing legislation which will place unwarranted restrictions on trade between 
this country and the other countries of the free world, and the last, dealing with 
trade barriers which I quote: 

“Whereas economic progress in the United States is tied closely to the economic 
progress of the rest of the world ; and 

“Whereas a program promoting economie progress in the United States must 
provide for an extension and a strengthening of economic ties with the rest of 
the world; and 

“Whereas an accelerated flow of goods and of capital across national boundaries 
would contribute to economic progress everywhere: Therefore be it 

“Resolved, That the General Federation of Women’s Clubs declares its belief 
that a gradual reduction of trade barriers between nations is necessary to an 
increased flow of goods in a world market and should be undertaken by the 
United States, and further sponsored as a world policy.” 

We are deeply gratified by the expansion of both the import and export trade 
of our country and the progress toward economic recovery of the 34 contracting 
countries to the General Agreement on Tariffs and Trade, which the multilateral 
agreement made possible. It is because we believed the general agreement, 
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through the trade rules and tariff negotiations sponsored under it, has served 
so well in promoting the orderly expansion of international trade for which it 
was designed, that we now favor United States participation in the Organization 
for Trade Cooperation, which will administer it through a permanent organi- 
zation. 

The general agreement, whieh emerged in 1947 through the initiative of the 
United States, is one of the basic instruments of United States foreign trade 
policy. Through its provisions and that of the earlier, but more limited, Trade 
Agreements Act, the barriers to world trade have decreased. Broad benefits 
through reeiprocal concessions have increased. 

In view, however, of constantly changing world conditions, the provisions to 
the general agreement must frequently be studied, revised, and brought up to 
date. The general agreement has no regular administrative machinery for this 
purpose, and is thus limited to intermittent conferences in the conduct of its 
business. The resultant loss of time and inefficient operation can be damaging 
to all participating countries and create a feeling of impermanence and insta- 
bility. 

The Organization for Trade Cooperation will provide a continuing, experienced 
instrument through which arrangements for trade negotiations can be facili- 
tated. It will provide a forum through which disputes may be settled and ques- 
tions on interpretation may be reselved. As an established organization it will 
be able to collect, analyze, and publish information on international trade which 
will be of inestimable value to the economic interests of the contracting coun- 
tries. This ean be achieved without adding to the obligations of the United 
States, without abridging the powers of Congress with respect to customs or 
import duties and without impairing the sovereignty of the United States. 

The General Federation of Women’s Clubs believes-that United States par- 
ticipation in the Organization for Trade Cooperation is necessary not only for 
our own security and prosperity, but to help provide the essential economic 
foundation required for strong and lasting political relations among the coun- 
tries of the free world. 


FRIENDS COMMITTEE ON NATIONAL LEGISLATION, 
Washington, D. C., October 12, 1956. 
Congressman HA.e Bosces, 

Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, House of Representatives, Wash- 
ington, D. C. 

DEAR CONGRESSMAN Boecs: In connection with the hearings which your sub- 
committee is holding on the customs and tariff laws and the trade agreements pro- 
gram, you may be interested in the views of the Friends Committee on National 
Legislation on these matters. 

Our biennial statement of poliey approved January 15-16, 1955, provides: 

The development of freer trade and the mutual exchange of goods and services 
are important factors to achieve economic and political stability, and in turn, 
world peace. 

We urge the Congress to extend the reciprocal trade program for at least 5 
years. There is need for further reduction of tariffs, the removal of peril point 
and other restrictive features of the Trade Agreements Act, and the modification 
of quotas and other trade barriers. 

The United States should give much more active support to the General Agree- 
ment on Tariffs and Trade, usually referred to as GATT. 

Ways should be found to provide local, State, or National assistance to meet 
hardship in communities adversely affected by tariff changes. 

It is desirable that people produce what they can produce best, and exchange 
their products for what they need. But some countries need aid as well as 
trade, at least temporarily. The less developed regions, while benefitting from 
reduction in trade barriers, will continue to need help in the form of economic aid 
and technical assistance for some years to come. 

; This committee has favored the creation of the Organization for Trade Coopera- 
tion as proposed in H. R. 5500. On March 9, 1956, Joseph Coppock, professor of 
economics at Earlham College, Richmond, Ind., testified on our behalf before the 
full House Ways and Means Committee supporting United States membership 
in the proposed Organization for Trade Cooperation on these grounds: 

1. It would provide an established mechanism for dealing with interna- 
tional disputes regarding trade barriers; 
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2. It would provide a mechanism for negotiating reduction in trade bar- 
riers among nations; and 

3. It would contribute toward world peace and toward our national secu- 
rity by increasing economic well-being and developing a workable pattern of 
international cooperation. 

A copy of Joseph Coppock’s brief testimony is enclosed. 
Sincerely yours, 
Epwarp F. Snyper. 


STATEMENT OF JosEPH D. CoprpocK ON BEHALF OF THE FRIENDS COMMITTEE oN 
NATIONAL LEGISLATION IN Support or H. R. 5550, WuHicH Wovurp AUTHORIZE 
Unitep States MEMBERSHIP IN THE ORGANIZATION FOR TRADE COOPERATION 


Mr. Chairman, my name is Joseph Coppock. I teach economics at Earlham 
College, the Quaker College at Richmond, Ind. I am here as a representative 
of the Friends Committee on National Legislation. This committee is affiliated 
with the Religious Society of Friends, as am I, but the society as such does 
not have an organizational spokesman. For some years I was concerned with 
international economic matters in the Government. 

I wish to testify in support of United States membership in the proposed 
Organization for Trade Cooperation. There are three main points I wish to 
make in favor of H. R. 5550. The first relates to organizational machinery 
for settling international trade disputes, the second to the economic benefits 
of international trade, and the third to the relation between trade, on the one 
hand, and international peace and our national security, on the other. 

The proposed Organization for Trade Cooperation is desirable in the first 
place because it would provide an established mechanism for dealing with inter- 
national disputes regarding trade barriers. 

The need for such a mechanism arises from the existence of trade barriers, 
which are likely to be with us for a long time. For some countries a tariff 
is about the only practical way of collecting taxes, so their governments impose 
import and/or export duties at rates which are likely to bring in substantial 
revenues. For some countries, imports tend to run far ahead of their exports in 
value, with the result that their gold and foreign exchange holdings get very 
low. Their governments may be politically unable to curtail the inflationary 
pressures which usually underlie such situations, and they may likewise be 
afraid to lower their exchange rates to realistic levels. But they do find it 
possible to maintain exchange controls and import controls which will at least 
temporarily conserve their foreign exchange earnings. Still other governments 
impose import barriers in order to protect producer-groups who are fearful of 
foreign competition or who want to maintain a monopolistic or cartel position 
in the domestic market. Development of certain industries, diversification of 
economic activity, and aid to national defense are other reasons offered for 
barriers. Governments also limit exports of strategic goods to unfriendly 
countries and sometimes limit exports of other goods in order to have a sufficient 
supnly at home. 

The reasons or excuses for imposing trade barriers are numerous and often 
ingenious. All that I wish to note here is that barriers are likely to con- 
tinue to exist. In fact, despite efforts to reduce them, they may even be in- 
creased because of the increase in the number of nations and the disinclina- 
tion of governments to follow monetary policies and exchange rate policies 
which would minimize the occasion for using trade barriers. 

Whatever the reasons for the trade barriers, they are a source of dispute 
among traders and among governments. Although there is a large body of 
international private law relating to trade, governments are so much involved 
in trade regulation, and even in the conduct of trade, that disputes tend to 
become governmental in character, whatever their origin. At the very minimum 
an aggrieved trader wants his government to register a diplomatic protest; 
at times he even expects his government to bail him out of his trouble. Pro- 
tests are often ignored, so the government is likely to retaliate in some way or 
other. And retaliation evokes further retaliation. We have had plenty of 
experience, especially during the 1930’s to prove this point. 

So in view of the fact that there are trade barriers, and that there are dis- 
putes in connection with them, a mechanism is badly needed for settling the dis- 
putes promptly and in ways that do not destroy trade itself. The Organization 
for Trade Cooperation is planned to be such a mechanism. In the General 
Agreement on Tariffs and Trade the member countries have a sort of code of 





f 
2 
l 
1 
y 
y 
P 
t 
t 
~ 
f 
n 


- 


ws 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1519 


fair trade rules. These rules are not completely rigid; they tre really more like 
guidelines of policy. They have been hammered out in prolonged negotiations 
and they have been tested during this difficult postwar period. The meetings 
of the Organization would provide the occasions for hearing complaints and 
trying to iron out difficulties. Retaliation would still be open to countries if 
less drastic methods of settling disputes failed, but it would be a method of 
last resort. A very important feature of the Organization is the permanent 
Secretariat, which would assemble factual material bearing on disputes and 
trade matters generally, with a view to helping the member governments set- 
tle questions promptly and in the light of the fullest possible knowledge. It 
is difficult to overestimate the value of a competent Secretariat for the Organ- 
jzation. 

The above remarks have related to the important issue of settling disputes 
on trade matters without recourse to methods which destroy trade itself. My 
second major point relates to what might be called the positive side of the 
proposed Organization for Trade Cooperation. The Organization also pro- 
vides an established mechanism for negotiating reductions in trade barriers. 
The nations that would be members carry on over four-fifths of the interna- 
tional trade of the world. As explained earlier, there are numerous trade 
barriers in existence, and there is a strong tendency for them to increase, so 
there will be plenty of opportunities for the members to join together to reduce 
the barriers, to their mutual advantage. 

The 1946 negotiations, which gave rise to the General Agreement on Tariffs 
and Trade, and the negotiations since then, have demonstrated that it is 
possible to have successful multilateral negotiations. The bilateral system 
on negotiation is much less likely to be effective because it does not bring to- 
gether the principal suppliers and principal buyers of particular commodities. 
Also, the bilateral system is inevitably slower. 

The experience of the 35 countries that are contracting parties to the general 
agreement provides reasonable assurance that the Organization for Trade 
Cooperation can perform this valuable service of facilitating negotiations among 
countries to reduce trade barriers. 

The benefits of reduced trade barriers are well known but they are always 
worth restating. The immediate effect of reduction is to widen the range of 
opportunities to sell and to buy for producers and consumers in the various 
countries. This is obviously valuable. The next effect is to enable industries 
in various countries to specialize in the production of things in which they have 
the greatest comparative advantage. This means a larger total production 
and consumption for all of the participating countries and hence a further stim- 
ulus to the expansion of trade. I have thought many times how great the 
advantages of international trade must be for so much of it to survive the 
hurdles that are put in its way. If it is around $80 billion per year now, 
with all the encumbrances, think what it might be with some reductions in 
these barriers. 

As this committee knows, the executive branch of the United States Gov- 
ernment has negotiated reductions in trade barriers in accordance with the 
authority given it by Congress. 

My third and final point relates to the contribution that the Organization 
for Trade Cooperation can make toward world peace and toward our national 
security. 

One of the major indirect effects of the increased economic well-being that 
comes from increased trade is the reduction of the pressures making for war. 
I would not contend that full stomachs assure peace, but I would say that in 
a great many situations poverty breeds unrest which invites outs de inter- 
vention and conquest. Hence, the Organization for Trade Cooperation would 
do its share, along with the international Bank, the International Monetary 
Fund, and other organizations, including our own national organizations, to 
help various countries improve their economic situations. It will be ad- 
vantageous for the OTC to become a specialized agency of the United Nations. 

The Organization for Trade Cooperation can also make an important con- 
tribution toward peace by developing a workable pattern of international co- 
operation. Relations among nations will improve when people in the various 
nations, working through their governments and otherwise, learn how to work 
together on projects of common interest and learn how to settle disputes without 
resort to violence. There is no better way to learn how to do this than by prac- 
tice. And there is no better field in which to practice than the economic, for 
it is important to everybody. The Organization for Trade Cooperation provides 
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the most effective means of cooperation in this field likely to be devised for a 
long time. 

If we look at this question from the point of view of our national security, 
it is readily apparent that we must work with friendly countries in the economic 
field, and particularly in the parts of economic life which vitally affect their 
ability to earn their own way, namely, in international trade. And we must 
work with them on a continuing basis, as equal partners in a common enter- 
prise. 

There is urgency about this matter. The question of a permanent interna- 
tional organization for trade cooperation has been hanging fire for a long 
time. If something is not done soon, narrow economic nationalism will fur- 
ther splinter the economies of the Free World nations, even without efforts by 
unfriendly countries. 

But with the Organization for Trade Cooperation functioning, we can cooperate 
with other countries at nominal cost and with great potential gain. I hope 
very much that your committee will enthusiastically endorse United States 
participation in the proposed Organization. 


THE CouNct. For Soctat AcTION 
OF THE CONGREGATIONAL CHRISTIAN CHURCHES, 
New York, N. Y., September 24, 1956. 
Hon. HALE Boas, 
New House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Boaes: In connection with the hearings being conducted 
on customs, tariff laws, and trade agreements, I should like to submit for the 
record the resolution adopted by the General Council of the Congregational 
Christian Churches at its convention in Omaha, Nebr., in June 1956: 

“The livelihood of men and women in most countries is closely related to the 
volume of international trade. The United States, as the world’s richest and 
greatest creditor nation, has a special obligation to follow domestic and inter- 
national practices which will increase the flow of such trade. We support the 
United States’ program of reciprocal-trade agreements and its international 
counterpart, the General Agreement on Tariffs and Trade. We urge that the 
United States join the Organization for Trade Cooperation, which provides 
the administrative machinery for the General Agreement on Tariffs and Trade.” 

Sincerely yours, 


HERMAN F. REIssic. 


WoRLD TRADE ASSOCIATION, 
OF THE SAN FRANCISCO CHAMBER OF COMMERCE, 
San Francisco, Calif., September 20, 1956. 
Representative HALE BoaGs, 
Chairman, Subcommittee of the House Ways and Means Committee, Sub- 
committee Investigating United States Trade Policies, House Office 
Building, Washington, D. OC. 


DEAR CHAIRMAN Boces: The San Francisco Area World Trade Association, 
founded in 1917, is very interested in the hearings of the special subcommittee 
investigating United States trade policies and wishes to present the attached 
folder of information, California’s Billion-Dollar Industry World Trade, for in- 
clusion in the official records of the subcommittee. 

The association will also be very interested in the minutes and other materials 
published by the special subcommittee and will be pleased to cooperate in every 
feasible way with the members of the special subcommittee. 

The world trade department of the San Francisco Chamber of Commerce acts 
as the secretariat of the San Francisco Area World Trade Association. There 
are also attached sets of data about the association and of the world trade de- 
partment of the San Francisco Chamber of Commerce. 

With assurances of our high consideration, 


JAMES P, W1s0n, Secretary. 
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CALIFORNIA’S BILLION-DOLLAR INDUSTRY—WORLD TRADE 


JOBS FOR THOUSANDS-—-MARKETS FOR AGRICULTUBE, MINING, FORESTRY, FISHERIES 
AND MANUFACTURING—SOURCES OF SUPPLY FOR NEEDED PRODUCTS AND MATERIALS 


PROSPERITY DrePENDS ON HEALTHY, Two-WAyY TRADE 


America is the most productive nation on earth, and California plays a dy- 
namic and constantly expanding role in supplying the peoples of this country and 
of the world with-products for daily living and for industry. 

But hand-in-hand with the importance of our productive power is our increas- 
ing dependence on trade with the free world. 

As American farm and factory production continues to exceed our national 
appetites, overseas markets must be found. As our unbelievable consumption 
of materials continues to grow, new world sources of supply must be found. 

Our friends abroad need trade also. The American market—as a place to sell 
as well as to buy—is the single most important factor in the economic world to- 
day. On our ability to expand the trade of the free world rests not only our 
prosperity but our future as well. 

California agriculture is benefited through the heavy exports of many of its 
products. A sizable proportion of many of our basic crops find overseas markets. 
Such exports tend to reduce price-depressing surpluses. Increased exports by 
industry in the State and throughout the Nation means greater purchasing pow- 
er and therefore heavier consumption of farm products. An unsatisfied demand 
for California farm products exists in mest of the world—unrealized markets 
which can only be reached by increasing our total trade with other nations. 

Much of the world remains underfed and poorly clothed. As population 
everywhere continues to grow, our foods and cotton can play an increasingly 
important role in building a more healthy, prosperous world for all. 

California manufacturing industries are heavy contributors to our State’s 
annual billion-dollar export volume. To many, overseas markets are essential 
to maintain employment and profit levels. As our State’s industrial capacity 
expands, our export of manufactured products will assume even greater 
importance. 

But markets are not all our industry needs. As a nation, we import, wholly 
or partially, two-thirds of the 100 basic materials essential to our production— 
and this proportion will gain each year. The processing and manufacturing 
of imported fibers, ores, and many other raw materials are important sources 
of employment and profit to Californians—and essential to many of our industries. 

California consumers benefit daily from our trade with other nations. Many 
of the products which make our lives more pleasant—coffee, tea, sugar, spices, 
cocoa—come entirely or partially from abroad. Many quality products brought 
to us from throughout the world offer us a wider selection when we go shopping 
for textiles, ceramics, tableware, leather goods and other consumer goods. 

Even our exports benefit the consumer by providing the income of many. 
Wages paid in export industries are an important segment of our total manu- 
facturing payroll. Add to this the thousands of jobs provided in industries 
dependent upon our export and import trade—on the docks, in banks, trans- 
portation, and others—and one realizes how closely our prosperity is tied to 
California’s billion-dollar industry—world trade. 

“World trade with the related activities of international finance is a two- 
way street. We cannot forever continue to sell abroad if we refuse to buy from 
abroad; nor is it sound for us to continue to give away our products, raw ma- 
terials, and resources * * * a long-range program that results in increased two- 
way trade is the best assurance for more products for more people at lower 
prices both at home and abroad.”—From the introduction to the World Trade 
Policy Declaration of the San Francisco Chamber of Commerce, approved by the 
beard of direetors on April 9, 1953. 


CALIFORNIA’S WORLD COMMERCE SERVES EVERYONE 


Imports to northern California include— 

Tin for our canning industry—from Bolivia, Malaya, the Netherlands, Great 
Britain, and Belgium-Luxembourg. 

Ores for our mills—from Latin America, Korea, Iran, the Philippines, and 
Australia. 

Petroleum—for our réfineries and your automobile—from Canada, Curacao, 
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Saudi Arabia, and Malaya. 

Rubber for many uses—from Ceylon, Malaya, and Indonesia. 

Fertilizers for farms and ranches—from Europe and Latin America. 

And many others. 

Coffee from Latin America, Indonesia, Belgian Congo, French West and 
British East Africa. 

Sagar from Cuba and the Philippines. 

Newsprint from Canada, Sweden, and Norway. 

Spices from Europe, Latin America, Asia, the Middle East, the Pacific Islands, 
Africa—from everywhere. 

Fibers from the Philippines, Latin America, India, Pakistan, and Indonesia. 

Tea from Pakistan; India, Ceylon, Formosa, Indonesia, and Japan. 

Cocoa from Costa Rica, Panama, the Dominican Republic, Ecuador, and Brazil. 

And many others. 


OVERSEAS MARKETS FOR AGRICULTURAL PRODUCTS 


San Francisco Custom District, 1955 

10 leading exports: 
Machinery $57, 642, 570 
Cotton 29, 279, O81 
i 28, 164, 784 
24, 107, 811 
23, 381, 732 
18, 008, 396 
Evaporated and condensed milk 14, 110, 217 
Barley 13, 190, 807 
Chemical specialties 12, 577, O87 
Canned vegetables : 11, 110, 966 

10 leading imports: 


149, 703, 512 
Crude petroleum 34, 775, 978 


ia aco siecle iad teaa drab eet td ote dek e aeee n eeenn ie 18, 155, 019 
Nonferrous OfGGi..0i60.420..50 a ek eee Bs St Se 17, 726, 451 


Newsprint paper 15, 647, 689 


Autos, truck and parts 9, 989, 926. 


Lumber and logs 7, 520, 610 
I‘ish, canned, fresh, and shellfish 6, 875, 559 
Textile manufacturers 6, 098, 991 
Alcoholic beverages 5, 911, 959 


San Francisco Custom District waterborne world commerce, 1955 


| Value Volume 
(in short tons) 


Exports--.-.__---- , 800, 3, 416, 000° 
Imports... --- 386 3, 695, 100 


San Diego Custom District waterborne world commerce, 1955 


Value Volume 
(in short tons) 


Volume 
(itt short tons) 


5, 664, 250 


tion 
Tra 
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BUFFALO CHAMBER OF COMMERCE, 


October 12, 1956. 
Mr. Leo H. Irwin, 


Clerk, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Str: The Buffalo Chamber of Commerce has favored liberalized trade 
policies that would stimulate the expansion of international trade. 

Repeatedly we have advocated a repeal of the Buy American Act, the lowering 
of tariff rates, the reduction of quantitative restrictions on imports, simplifica- 
tion of customs regulations and procedures, an extension of the Reciprocal 
Trade Agreement Act, membership in OTC and other proposals that would fur- 
ther expand trade between nations. 

The Buffalo Chamber of Commerce wishes to reaffirm its positions on these 
matters and to place this statement on file with the Ways and Means Sub- 
committee on Customs, Tariffs, and Reciprocal Trade Agreements. 

Yours very truly, 
CHARLES C. FICHTNER, 
Erecutive Vice President. 





STATEMENT ON ForREIGN EcoONomMIc PoLicy By INTERNATIONAL House, New ORLEANS, 
AND ENDORSED BY BOARD OF COMMISSIONERS, PoRT OF NEW ORLEANS, AND BY LN- 
TERNATIONAL TRADE MART OF NEW ORLEANS 


Being an institution dedicated to world trade, peace, and understanding, Inter- 
national House is vitally interested in foreign economic legislation. Taking note 
of the invitation to present views on matters under consideration by your com- 
mittee, we submit the following statement and request that it be incorporated 
in the record of your hearings. 

Periodically, governmental policies affecting international commerce must be 
formally reexamined in the light of changing conditions and in order to assure 
reasonable consistency with other aspects of overall international relations. One 
of these instances is now before us, given its formal recognition by establishment 
of your subcommittee and its scheduled hearings 

it is our understanding that out of these hearings may develop proposals for 
amendments and perhaps a rewriting of certain basic legislation. With this 
view in mind, International House wishes to reaffirm its position as favoring 
expanded world trade opportunities, and the retention of commerce in private 
channels to the maximum extent possible. 


BASIS OF INTEREST 


The home city of International House, as a key port, is vitally affected by 
the movement of United States trade in merchandise. Its exports include a 
wide variety of manufactured goods originating primarily in the great midcon- 
tinent of the United States. Among these are chemical products, machinery, 
and iron and steel products. 

Principal agricultural products exported through New Orleans are cotton, 
wheat, rice, corn, soybeans, and similar bulk commodities, drawn from an ex- 
tensive hinterland. Some of these are key items in the agricultural surplus dis- 
posal program, and any policy affecting their international movement is of prime 
concern to this area. 

A large part of New Orleans import trade consists of products that are not 
now affected by rates of duty in any significant degree, if at all. Among these 
are coffee, sugar, bananas, molasses, burlap, and jute bagging, and rubber. 
Others, whose movement should be expected to increase if certain restrictions 
were removed, are of substantial interest to the business concerns dealing in 
them or servicing their movement. 

However, a responsible citizenry must not allow its expressions to mirror 
solely immediate self-interest. It is our duty to consider equally the broader 
aspects of each situation in the light of their impact on the national economy 
and on the position of the United States in the world. 

In this respect, legislation designed to aid one segment of the economy, 
whether on a geographic or industrial-agricultural basis, must be tempered by 
consideration of its effects on other segments of the economy and on the several 
facets of overall foreign policy. 
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POLITICAL AND MILITARY CONSIDERATIONS 


With the world practically shrinking in size because of progress in commn- 
nications and transportation, and with the United States finding itself respon- 
sible for leadership of the free world, our foreign economic policies have strong 
repercussions in many ether countries and areas. Not only are we now the 
largest world trader, as a Nation; the United States is the principal market 
for the exports and imports of many others. For example, around 50 percent 
of the export trade and 50 percent of the import trade of some 15 countries is 
between those countries and the United States. 

Along with this practical shrinkage in distances is the disintegration of 
former political and financial ties, and the evolution of a number of independent 
countries, many with strong nationalistic tendencies and a desire to lift them- 
selves by their bootstraps. 

Paralleling this development, so pronounced in the last decade, the United 
States has followed a generous program of foreign aid and technical assistance, 
one objective of which hag been to step up production in certain countries. But 
the need for exporting this production has posed other problems dealing largely 
with foreign commerce of all types. 

Closely related to this is the stimulation of foreign investment by United 
States interests through governmental guaranty of convertibility of earnings, 
and protection against expropriation without prompt and adequate compensation. 

The United States, moreover, has taken the lead in forming a number of 
international agencies dealing directly with international commerce, or rather 
directly affecting or being affected by such commerce. 

The economic side ef military alliances must also be considered in our foreign 
economic legislation; for example, the strength of the North Atlantic Treaty 
Organization is certainly influenced by the ability of its members to sustain 
themselves economically. 

The concept of hemispheric solidarity, which the United States supports, also 
ealls for continued peacetime access to United States markets by certain indus- 
tries abroad processing items of strategic importance in time of war. 

A reexamination of legislation affecting our foreign commerce must take into 
account these developments and institutions. They make the position in which 
we find ourselves far different from that prevailing at the time of passage of 
our basie overall tariff act. 


RELATED DOMESTIC POLICIES 


In the United States, as well as in other countries, there is an increased dis- 
position to look to the Government to control economic fluctuations ; but national 
economies do not exist in vacuums. Is it practical, for example, to expect a 
policy of freer trade to exist side by side with domestic programs designed to 
minimize fluctuations in the domestic economy? Can domestic programs logically 
be exposed to the risk of competition from foreign sources? 

Insulating the domestic economy against competition from abroad is closely 
related to the as yet unclear specific responsibilities of the Federal Government 
under the Employment Act of 1946. For example, if unemployment should 
develop in Philadelphia but not in San Franeiseco; in Atlanta but not in Mil- 
waukee; in the textile industry but not in the electronics industry; in the Corn 
Belt but not in the lumbering or mining industries, is it the responsibility of the 
Federal Government to protect the local positions taken? If so, how, when, to 
what extent, and with what assurance that recommendations made in the inter- 
est of reducing the cost of Federal assistance would be mandatory, assuming 
them to be economically sound? 

, 
PROBLEMS OF WITHDRAWING PROTECTION 


Action toward reducing restrictions on trade must be effected in the face of 
established positions, that may be said to have been taken as a result of prior 
protection from foreign competition. 

To aid in adjusting to changed policies, the suggestion is sometimes made that 
governmental assistance be provided businesses or labor that may be adversely 
affected by withdrawal of former protection. While the idea is generous, th 
practical difficulties of determining exactly how much assistance to give, and 
to whom, and for how long, and for what purposes, and what degree of compul- 
sion would be involved in relocating or in reconverting or otherwise becoming 
reestablished, present major obstacles to the plan. Similar difficulty would 
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occur in determining secondary effects of industrial relocation; companies re- 
ducing or discontinuing production of items faced with competition from imports 
might, through increased production of other items, bring severe competition to 
some other industry producing primarily for the domestic market. 

The issue is further complicated by the difficulty of determining precisely 
what constitutes an industry, and how much consideration ought to be given 
multiple-product companies, any one of whose separate products may not be 
equally profitable or may not be equally faced with competition from abroad. 

What should possibly be considered is whether restrictive legislation should 
be primarily for the purpose of continuing protection to already established 
businesses, or for encouraging new domestic investments of certain types by 
keeping out specific goods of foreign origin. 


PROTECTION AGAINST EXCESSIVE CONCESSIONS, UNSEEN HAZARDS, AND EXCESSIVE 
RESTRICTIONS 


Over two decades of experience with reciprocal trade agreements have brought 
forth refinements designed to provide additional protection to domestic interests 
both before a trade agreement is negotiated and afterward. The first is gen- 
erally referred to as the peril-point provisions, whereby detailed concession 
limits are recommended by the Tariff Commission within the overall limits 
specified by Congress. The second is incorporation of the escape clause, to 
provide correction of excessive injury as a result of concessions made through 
negotiated trade agreements. 

International House favors both of these arrangements. The first is endorsed 
because the setting of an actual rate of duty involves considerable analysis of 
the potential impact of such duty, and the requirement that the Tariff Commis- 
sion pursue the factual investigation and make its recommendation places the 
responsibility where it can most scientifically be carried out. The second, 
escape clauses, also cali for a factual determination that serious injury to the 
domestic industry has been caused or is threatened. International House favors 
retention of this instrument and favors continuation of the arrangement that 
the Tariff Commission’s recommendations be solely points of advice to the 
President, which he may accept in whole or in part, or reject, as provided in 
section 6 (c) of the Trade Agreements Extension Act of 1951. 

Just as it may be possible to overextend concessions, to the detriment of 
domestic producers whe have taken positions under a protective wing, it is also 
possible to overextend protection, to the detriment of importers who have taken 
positions not requiring restrictions on competition. In the 1955 extension of 
the Trade Agreements Act, for example, imposition of restrictions on foreign 
commerce was authorized for purposes of national defense. 

Without questioning defense essentiality as a basis for imposing restrictions, 
International House desires to point out the lack of provision for explicit pro- 
cedures in connection with the investigations called for by this particular section. 
Perhaps the procedures should be made subject to the Administrative l’rocedures 
Act insofar as it deals with public hearings, subpena of witnesses, and the like. 
This amendment is potentially so far-reaching that it would appear to call for 
attention to the possibility of defining criteria as to defense essentiality; such a 
guide would protect both those seeking restrictions on imports and those desir- 
ing to retain import opportunities. In the absence of such criteria, the door is 
opened for a multitude of claims resulting in investigations that are expensive, 
time-consuming, and possibly productive of nothing but nuisance value. 

A related obstacle to trade, which may be looked on as type of excessive protec- 
tionism, is the possibility of prolonged uncertainty with respect to liquidation of 
(luties ; businessmen are thus unable to effect a prompt and definite determina- 
tion of their costs. A correction of this situation might be accomplished by im- 
posing a reasonable statute of limitations on the time allowed for final liquida- 
tion of customs entries. 


CONTINUING NATURE OF PROBLEM 


The task placed before your committee has no end. Evaluation of adequacy, 
coordination of legislation, and the review of administration of laws related to 
foreign commerce are in themselves a continuing function. 

International House therefore recommends that consideration be given to 
establishing a permanent subcommittee, possibly of joint membership because of 
the broad purview required. Such a subcommittee could function under terms 
of reference calling for a continuing appraisal of the adequacy of legislation, 


83979—56—pt. 3——_19 





1526 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


of the administration of current legislation, and of its operational impact on 
the foreign commerce of the United States. 


Derroir Boarp OF COMMERCE, 
Detroit, Mich., October 15, 1956. 
Hon. HALE BoseGs, 
Chairman, Subcommittee on Trade Policy of the House Ways and Means 
Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Boaes: Due to the fact that I have been out of the coun- 
try, the Detroit Board of Commerce has been unable to participate in the hear- 
ings that were held by your subcommittee in September. 

With the understanding that your subcommittee will consider written state- 
ments from interested parties before writing the final report of your subcom- 
mittee, we are pleased to send you herewith four copies of the recently revised 
policy position of the Detroit Board of Commerce in the field of interest of your 
subcommittee. 

We believe that much of the material in this pamphlet will be of interest 
to the members of your subcommittee. 

Sincerely yours, 
Car Los E. Toro, 
Manager, World Trade Department. 


Tue Derrorr BoarD OF COMMERCE VIEWS UNITED STATES FOREIGN 
Economic Po.icy, JUNE 1956 


INTRODUCTION 


Almost 4 years have passed since the Detroit Board of Commerce issued its 
first integrated statement of policy on United States foreign trade and for- 
eign aid. 

The views expressed in 1952 were the result of years of careful study and 
thought by competent and experienced businessmen. Some of the recommenda- 
tions made then have been implemented, but the greater part of the objectives 
is still to be attained. 

The passage of time requires a fresh look at problems old and new. World 
productivity and world trade have reached new heights, an achievement in which 
liberalization of trade policies was partly cause and partly result. 

Although hopeful strides have been made in attaining greater prosperity and 
economic opportunity for many peoples, much remains to be accomplished. 

Believing that the world economy requires greater opportunities for trade and 
investment, the following reaffirmation of the 1952 policy statement has been 
issued. 


STATEMENT OF POLICY 


The Detroit Board of Commerce, representing many diversified business enter- 
prises operating in Detroit, holds that world peace and security are inseparably 
linked with a prosperous and growing world trade. 

As one of the major industrial centers of the world, as a world port of growing 
importance, and as the home of 3% million people, Detroit buys from the far 
corners of the earth and sells to the world the products of its factories and the 
genius of its technology. 

Detroit’s commercial interests range from extensive foreign investments by 
our business enterprises to reliance on vital sources of supply, from profitable 
and necessary markets abroad to a need for greater diversity of goods for our 
consumers. 

For these reasons, Detroit business, through committees on world trade and 
affairs established by its board of commerce, has studied the vital questions in 
international affairs and the economic policies affecting them. 

The Detroit Board of Commerce, representing Detroit business, believes that 
the United States has been thrust into a position of economic and ideological 
partnership with the free nations of the world. 

We can neither vacate this position nor can we ignore it. We, therefore, must 


recognize certain fundamental facts and build on these facts a consistent frame- 
work of policy. 
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The facts are these : 

1. The United States cannot exist in political or economic isolation without 
endangering our heritage. 

». The United States, as the world’s most productive power, is also the world’s 
largest buyer and seller. 

2. What we do here at home has a profound influence on the rest of the world. 

t. The maintenance of a healthy, dynamic, and growing economy is essential 
to our own well-being and security, as well as to the economic growth and stability 
of the rest of the world. 

5. To an ever-increasing degree, the United States economy is dependent on 
foreign sources of supply and on markets abroad. 

Based on these and other facts, we advocate a foreign economic policy which 
recognizes the true status of the United States in the world economy. 

However, the task of freeing trade from uneconomic and discriminatory 
shackles cannot be that of the United States alone. For this reason, we call 
on the business and Government leaders of the other nations of the world to 
disband the web of restrictions on trade and facilitate the freer flow of cur- 
rencies with utmost dispatch. Only in that way can the maximum benefits be 
obtained from the international flow of goods and services, and only then can 
man’s aspirations to greater economic liberty be realized. 

To this end, we also urge the United States Government to obtain maximum 
reciprocal benefits for any concessions made by us. 

We continue to believe that the commercial policy of the United States should 
be so formulated as to lead gradually to free trade, that is, toward the ultimate 
complete lifting of tariff barriers and other obstacles to the importation of goods, 
if such obstacles have no other genuine purpose than the protection of uneco- 
nomic domestic industries from normal foreign competition. 

This belief is based on the conviction that protectionism is not in harmony 
with our competitive free-enterprise system and works against the long-range 
interests of the American consumer, labor, and industry. 

Achievement of this goal cannot and should not be brought about overnight. 
Surrender of protection will require adjustments in certain industries which will 
take time. While the United States economy must remain dynamic, major 
upheavals must be avoided. 

To further this long-range goal, we are convinced that United States foreign 
economic policy should reflect economic realities. 

Our views on specific phases of trade policy are as follows: 


Tariffs 


The Tariff Act of 1930, still the basic tariff law of the United States, is no 
longer geared to the developments in the second half of this century. Its classi- 
fication structure is obsolete and it leads to illogical and confusing rate determi- 
nations. 

We advocate a further revision of this statute under a system which would 
prevent burdening the Congress with the time-consuming task of detailed rate- 
making, without, however, preventing congressional approval, in keeping with 
the provisions of the Constitution. 

For this reason, we urge a speedy completion of the study being made by the 
United States Tariff Commission on the classification and rate structure of the 
Tariff Act, and hope for early action on liberalization and improvement of the 
tariff law. 

Trade agreements 


The highly protectionist sentiments underlying the Tariff Act of 1930 have 
been modified since 1934. This has been done under the authority granted the 
executive branch of the United States to enter into trade agreements with other 
nations for the reduction of tariffs and other import restrictions on a reciprocal 
WUSLS, 

We fully support the principles of the “Reciprocal Trade Agreements Act 
and therefore welcome the continued extension of its authority. Without deny- 
ing the need for periodic review by Congress, we advocate extension of this 
legislation for more prolonged periods of time. We also recommend greater 
Executive authority to negotiate effectively for the reduction of trade barriers. 

We are concerned over recent changes in the Trade Agreements Act which 
make the use of the escape clause unpredictable and which extend unwar- 


ranted protection to fragments of industries, setting the specific over the na- 
uonal interest. 
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We believe that negotiations under the authority of the Trade Agreements 
Act should lead to more genuine and more strictly enforced concessions by other 
countries. 

We approve of United States membership in the multilateral trade agree- 
ment known as the General Agreement on Tariffs and Trade, and its proposed 
administrative organ, the Organization for Trade Cooperation. Neither the 
GATT nor the OTC are a threat to our sovereignty. Rather, they are instru- 
ments for the friendly negotiation and amicable settlement of trade disputes 
among its members, through the force of world opinion. They are a welcome 
step forward in united efforts to reduce and stabilize excessive barriers to world 
trade. 


Nontariff trade restrictions 


In much of the world, trade barriers other than tariffs still present a for- 
midable array of hurdles to the foreign trader. Quota restrictions, import 
surcharges and taxes, elaborate import and export licensing procedures, and 
above all, continued reliance on restrictive and excessive exchange controls, 
have frequently outlived their original intent of preserving foreign exchange 
and are being used for discriminatory and protective purposes. 

We oppose the use of such devices except for legitimate and essential pur- 
poses and believe that the General Agreement on Tariffs and Trade is a useful 
and proper instrument to use for reducing these trade barriers to a minimum. 

We are convinced, moreover, that United States leadership is essential in 
reducing such barriers to world trade. 

Providing such leadership, however, requires the United States to abstain 
from imposing restrictive barriers of its own, since this country is rarely justi- 
fied in imposing them. 

Therefore, we strongly oppose quota restrictions on imported goods. We be- 
lieve that such quotas on imports are the most restrictive of trade barriers. 
Their imposition and use would require government intervention, in minute 
detail, in the affairs of American business. 


Customs procedures 


United States customs laws, despite welcome efforts at simplification in recent 
years, continue to be in need of further streamlining. This process requires 
both administrative and legislative action. 

The elimination of the unfair and obsolete provisions dealing with the val- 
uation of imported merchandise for assessment of duties is of vital importance. 

The permanent substitution of the more equitable valuation on the basis of 
export value, exclusively, although approved by the House of Representatives 
four times, has yet to be approved by the United States Senate. 

We urge prompt passage of this legislation believing that a firm tariff rate 
is much to be preferred over the uncertainties facing the importer under present 
valuation procedures. 

We welcome United States ratification of the International Convention To 
Facilitate the Importation of Commercial Samples and Advertising Material. 
We urge prompt passage of legislation permitting this convention to take full 
effect. 


Buy American legislation 


It is shortsighted for the United States to maintain legislation requiring the 
rejection of lower foreign bids on purchases by the Federal Government, unless 
the prices quoted by domestic bidders are unreasonable. The so-called Buy 
American Act, reinforced in various other legislative measures, not only ignores 
the interest of the taxpayer, but also represents a formidable barrier to enhanced 
foreign trade. 

While in the past the dollar values involved have been relatively small, no one 
knows how many foreign firms have been discouraged from attempting to bid 
by the very existence of this legislation. 

We welcome the administrative changes which have tended to make the Buy 
American Act less onerous. We firmly believe, however, that this legislation 
should be repealed and that, in principle, higher domestic bids should only be 
accepted by the Federal Government if there are overriding defense or security 
reasons for such action. 


Administration of the Anti-Dumping Act 


We approve and fully support the purposes of the Anti-Dumping Act of 1921 
which was intended to control discriminatory pricing policies by foreign suppliers. 
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We are deeply concerned, however, that recent administration of this legislation is 
not in line with the basic purposes of this act. 

We wish to point out that not every low-priced purchase abroad coystitutes 
dumping. The present methods of investigation, now delegated to the Tariff 
Commission, do not require that agency either to publish a report, or in any 
other way make public the reasons for its decision. 

Such arbitrary procedures run counter to American principles of justice, par- 
ticularly since even the institution of proceedings, possibly based on unjustified 
charges, causes all entries to be withheld and thus may cause severe hardship 
on importers contracting for imports in good faith. This is all the more unfair 
since the importer continues to face retroactive penalties. 

The Tariff Commission in the Soil Pipe case elastically defined “industry” as 
being a small segment of an entire industry, thus creating a dangerous precedent 
and threat to the orderly development of foreign trade. 

We advocate that the basic purposes and intent of the Anti-Dumping Act, as 
amended, be redefined by Congress and that definite and fair standards for de- 
termining existence of injury to American industry be adopted by Congress for 
the guidance of the Tariff Commission, in keeping with our national economic 
interests and our foreign trade policy. 


Taxation of foreign-earned income 


Believing that private foreign investments are of direct benefit both to the 
investing and to the recipient country, we urge the United States Government 
to continue negotiation of (1) agreements to avoid the incidence of double tax- 
ation, and (2) treaties of friendship, commerce, and navigation. 

Such agreements and treaties are useful for assuring a better investment 
climate in the country concerned. They also remove some of the inequitable 
features of double taxation, but they are not enough. We recommend the pas- 
sage of legislation reducing the United States income tax on earnings derived 
from foreign investments and delaying taxation of corporate branch income 
earned abroad until such income is repatriated. 


Eaport financing 


We believe that the export financing activities of the Export-Import Bank of 
Washington and the general loan programs of that United States Government 
agency and of the International Bank for Reconstruction and Development are 
useful contributions to the furtherance of a peaceful interchange of goods and 
services. 

The export financing by the Export-Import Bank permits United States 
exporters of capital goods to compete more effectively in foreign markets. 

The development loans by the Export-Import Bank and particularly the 
World Bank, by contributing to industrial development abroad, aid the recipients 
and our own foreign trade. 

We urge that these programs be continued, but feel that there is no need 
for further Government insurance programs on foreign investments or for a 
new guaranty program for exporters’ credit or political risks. It is the view 
of the Board that new Government insurance programs could only serve to 
accelerate an international credit-terms race, to the detriment of the creditor 
as well as the debtor countries. 

Foreign aid 

In evaluating the scope and purpose of the foreign-aid program, we are deeply 
impressed with the close interrelationship between that phase of United States 
foreign policy and foreign-trade policy. 

We believe that devotion to the principles of a more liberal trade policy would 
result not only in greater effectiveness of our foreign-aid efforts, but would 
directly contribute to greater economy and thus much-needed savings for the 
American taxpayer. 

Greater incentives to trade with the United States, and expanded inducements 
for American business to invest abroad, will contribute to greater economic 
opportunity the world over. As the material satisfaction of wants is improved, 
the dangers of instability will decrease abroad. As production thrives, other 
nations will be ever-better customers of United States business. 

In short, we believe that United States aid and trade policies must be con- 
sistent and must be formulated in full knowledge of their alternatives. The 
Detroit business community feels that trade is better than aid. 
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The program of relief and rehabilitation of war-torn countries, particularly 
in Europe, has now attained its objectives, as evidenced by the prosperity and 
new high levels of productivity achieved. Therefore, there is no further need 
for economic aid to the former recipients of so-called Marshall plan aid except 
in unusual circumstances. 

We recognize that the security and stability of the lesser developed countries 
must continue to be of concern to the United States. Further extension of eco- 
nomic aid, therefore, may be a long-range necessity in the direct interest of 
world peace and security. 

We believe that the United States must contribute, both on the Government 
and private sector, to helping these nations achieve sound economic growth. 

Any such program, however, whether military or economic, should be geared 
to the ability of the recipient country to absorb such aid. Maximum use should 
be made of international instrumentalities such as the World Bank and the 
United Nations, and the greatest emphasis should be placed on self-liquidating 
projects, preferably on a loan basis. 

Underlying all such aid projects should be the encouragement of the free, 
private, and competitive enterprise concept, consistent with the dignity of free 
peoples. 

We recommend continuation of the technical assistance program based on 
self-help. This program should emphasize assistance in fields not suited to 
private endeavors but should also provide maximum cooperation between tlie 
several interested United States Government agencies on the one hand, and 
private industry on the other. 





STATEMENT OF THE BROOKLYN CHAMBER OF COMMERCE ON TRADE AGREEMENTS 
PROCEDURES UNDER SECTION 350 oF THE TariFF Act oF 1930 as AMENDED 


This chamber has consistently supported the principal reciprocal tariff nego- 
tiations as now exercised by the President under section 350 of the Tariff Act 
of 1980, as amended by the various Trade Agreements Extension Acts. At the 
time the present Trade Agreement Act of 1955 was at hearing before the Ways 
and Means Committee, we had the honor of filing a statement in support of 
the legislation, which statement appears at page 737 of the record of such hear- 
ings. We do not now wish to change our position in any way. 

We strongly support the principle of reciprocal tariff negotiation as well as 
negotiations and agreements looking toward the elimination of barriers of 
any kind to international trade wherever they may exist. To this end and so 
that the public interest may be served to the best possible extent, we feel that 
certain procedures under the law should be strengthened as set forth below. 

The tariff act provided that the President shall establish appropriate proce- 
dures to carry out the principle of the section. These procedures, as they have 
been established, are roughly as follows: There is a working advisory commit- 
tee, consisting of representatives from the Departments of State, Treasury, De- 
fense, Agriculture, Commerce, Labor, Interior, and a representative from the 
Tariff Commission and the Foreign Operations Administration. This commit- 
tee, which is known as the interdepartmental Committee on Trade Agreements, 
meets and selects the commodities to be negotiated with a given foreign country 
and issues a list of such commodities for distribution to the public. After the 
list is made public, the Committee for Reciprocal Information gives notice of 
public hearing and publishes special rules of procedure concerning the hearing. 

This chamber would like to point out that though these committees differ 
in name, actually they are both composed of the same membership. In other 
words, the same gentlemen, namely, the Interdepartmental Committee on 
Trade Agreements and the Committee for Reciprocal Information, act in effect 
as judge, jury, and prosecutor. 

With the work of the Interdepartmental Committee on Trade Agreements, 
this chamber has no quarrel but the hearings on the selected list of commodities 
should be before an entirely different body and preferably before a creation of 
the Congress. It would seem the United States Tariff Commission would be 
the most suitable. Under the law this body is now required to determine the 
peril-point factor (sec. 3 (a) of the Trade Agreements Extension Act of 1951). 
Hearings are held on this matter and such hearings could easily be extended 
to cover the entire subject. This would greatly simplify the procedure since 
industries opposing the inclusion of a certain commodity could appear before 
one committee and be heard on all phases at one and the same time. Review of 
the findings of such commission could, if necessary, be before an appropriate 
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committee of Congress. In any event, we submit that the same committee should 
not be charged with the responsibility of selecting the commodities and passing 
upon the propriety of such selection. 

We desire to emphasize that the chamber favors the principle of tariff adjust- 
ment and the elimination by negotiation of trade barriers and unfair competi- 
tive practices. We further submit that the modifications here advocated would 
afford better and more reasonable public protection without interfering in any 
way with the capacity of the measure for reciprocal negotiations. 


OBSERVATIONS AND RECOMMENDATIONS ON FOREIGN ECONOMIC AND TRADE POLICY 
SUBMITTED TO THE 43D NATIONAL FOREIGN TRADE CONVENTION BY THE EXPORT 
MANAGERS CLUB OF CHICAGO, INC, 


THE RISE OF RESTRICTIONISM 


Both the Democratic and Republican platform planks on foreign trade reflect 
the rising restrictionism that has blocked the implementation of the major part 
of President Hisenhower’s foreign economic program in the 84th Congress, in- 
cluding the bill authorizing United States participation in the Organization for 
Trade Cooperation. Assuming that both parties are sincere in their adherence to 
the traditional objective of expanding world trade through the reduction of trade 
barriers, we hope that the recently launched congressional committees on all 
phases of foreign trade, as well as the special investigators appointed by the 
White House, will come up with conclusions and recommendations that will carry 
enough weight with the incoming 85th Congress to keep our foreign trade policy 
on a constructive course. 


Wuat Is SAUCE FoR THE GOOSE 


First of all, the Congress must realize that we cannot “export” our domestic 
economic problems without calling forth immediate retaliation on the part of the 
countries affected. It is easy enough to pass a law directing the Secretary of 
Agriculture to restore the traditional markets for American cotton abroad, but in 
doing so we merely create new problems which, in the end, hurt our own exporters. 
The cotton-dumping amendment to the Soil Bank Act is a case in point. It created 
such consternation among the cotton growers in Mexico as to prompt their Gov- 
ernment to take reprisal by requiring some of our largest exporters to accept pay- 
ment in Mexican cotton. The Canadian Government was equally alert in protect- 
ing its textile industry from the anticipated effects of the United States export 
subsidy for cotton textiles. We just cannot have ont standard of conduct at home 
and another abroad. What is sauce for the goose is sauce for the gander. 

The same maxim applies to our tariff policy. In official statements abroad, this 
country has always opposed quantitiative restrictions of imports, except for 
reasons of national security, advocating instead reliance on tariffs as the most 
equitable regulators of trade. But recently we have witnessed here at home a dis- 
turbingly growing trend toward quantitative controls of imports, culminating 
in the introduction of the Lanham bill, which proposed a complex system of im- 
port quotas based on percentage shares of our domestic market and on wage scales 
paid in the countries of origin. Fortunately, the House Ways and Means Com- 
mittee took no action on this bill, although the pressure is still on and increasing. 
All this talk concerns imports outside the already quota-protected agricultural 
commodities and dairy products that are subsidized. Oil and oil products are in 
the forefront of this controversy, temporarily restricted by “voluntary coopera- 
tion” of United States importers. The legal basis for the protectionist drive has 
been provided through the broadened escape clause of the Trade Agreements 
Extension Act of 1955 and through the defense essentiality argument, while in 
more desperate cases recourse was taken to the obsolete Antidumping Act of 1921. 


SURPLUS DISPOSAL AND FOREIGN INVESTMENT 


Under Public Law 480 (83d Cong.), as amended, the United States Govern- 
ment is in the process of acquiring some $3 billion worth of foreign currencies 
as a result of the sale of agricultural surpluses abroad. The equivalent of 
about $1 billion has already been accumulated from sales to 27 friendly nations. 
Approximately one-half of the proceeds is to be used for economic development 
loans, but American business is not given any privilege, let alone a priority, 
to borrow some of these funds for local operations. 
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The decision as to who can get that money rests with the foreign governments 
and their designated local banking institutions. Inasmuch as the American 
taxpayers have already made substantial contributions on surplus sales—under 
the recent food agreement with India, Nehru’s government will receive $305,- 
900,000 worth of wheat, rice, cotton, tobacco, and dairy products which cost 
American taxpayers some $642,300,000, plus storage charges and a grant of 
$54,200,000 to defray one-half of the shipping charges—it would only be reason- 
able to expect that American business interests should have access to those 
funds, on favorable terms, via the United States Government. 


OTC—ORGANIZATION FOR TRADE COOPERATION 


American leadership in the economic world has lost luster as a result of the 
failure of the last Congress to act on H. R. 5550, the bill authorizing participation 
by the United States in the Organization for Trade Cooperation. The stale- 
mate over this legislation has given the Soviet Union the opportunity to seize 
the initiative and to propose the establishment of a similar organization under 
the auspices of the United Nations, thus putting more steam behind the Soviet 
trade offensive. This stalemate also has stepped up the tempo of the disinte- 
gration of the world economy into fragmentary regional groupings and it has 
given new impetus to the formation of limited international currency “clubs” 
from which American exporters are barred. 

In our considered opinion, OTC offers the best chance in sight to put a stop to 
that debilitating disintegration and to pave the way for invigorating integra- 
tion of the world economy by bringing the various national economies into mesh 
through a price mechanism driven by the incentives of the free-enterprise system 
and regulated through customs tariffs. The ingredients of the program for 
achieving this integration in the form of a multilateral world trading commu- 
nity are inherent in GATT, the General Agreement on Tariffs and Trade, through 
which the United States has carried out the provisions and purposes of the Trade 
Agreements Act since 1948. But GATT, being a part-time organization which 
meets but once or twice a year, lacks the capacity and constancy to advance the 
program at the rate required of so important an undertaking. That is why 
the member nations, at the instigation of the United States, have proposed to 
establish OTC as a year-round administrative arm of GATT. 

In the recent discussions of GATT and OTC, both in and out of government, 
the General Agreement on Trade was ignored and all attention centered on 
the General Agreement on Tariffs. Yet, it is primarily the set of rules gov- 
erning the long-range conduct of trade, known as the general provisions of the 
GATT, that is required for building a multilateral world system of trade and 
payments. The architects of the GATT were well aware that tariff concessions 
would be of little or no value if countries were left free to nullify them by the 
use of nontariff controls, such as import prohibitions, quotas and licenses, and 
exchange controls. These devices were approved and applied in the immediate 
postwar period to protect the balance of payments of countries which were suf- 
fering from the effects of the war, but today, with new all-time records of 
production and trade established almost everywhere, the retention of these 
supposedly temporary controls can be defended only on grounds of either economic 
nationalism or economic debility. 

The replacement of these stifling government controls with a free-wheeling 
international price mechanism can be accomplished only through currency 
convertibility. But how can this be done, with so many official rates of ex- 
change being so completely unrealistic? Economic history since 1945 has 
proven that only in exceptional cases can a nation, by hard work and sound 
monetary and fiscal policies, adjust its internal price level so as to create a 
stable balance of payments with the outside world, at a predetermined, fixed 
rate of exchange, thus obviating all nontariff controls over foreign trade. For 
most of the nations, this not only has been impossible to achieve but, to the 
contrary, the purchasing power of their currencies has even further deteriorated 
in relation to such hard currencies as the United States dollar because of 
progressive internal inflation. Therefore, the inevitable answer to our ques- 
tion is that the rates of exchange have to be adjusted, beginning with the cur- 
rencies of the great trading nations and followed by those of the smaller and 
weaker nations, if the free world wants to restore currency convertibility as 
the basis for a multilateral world trading community. 

After an approximation of stability in a nation’s balance of payments has 
been attained and inflationary pressures have been brought under control, 
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realistic exchange rates have to be established in essentially free markets through 
cooperative and multilateral action of the participating nations. Since these 
delicate and difficult adjustments are intimately connected with the existing 
nontariff controls over foreign trade, GATT is obviously the organization to 
make these adjustments. And since the whole problem of restoring currency 
convertibility through exchange rate adjustments has to be approached from 
the trade side, through the effective forces of supply (exports) and demand (im- 
ports), GATT again is singularly qualified to undertake this task, especially 
after it has been fortified by OTC. 

Because we believe that this is the shortest, surest, and safest way to achieve 
world peace through universal prosperity, we earnestly recommend earliest 
possible passage of a resuscitated H. R. 5550, as amended by the House Ways and 
Means Committee. 


ANTITRUST, MONOPOLY, AND WEBB-POMERENE ACT 


We commend the Committee on the Judiciary of the United States Senate 
for the thorough and effective exploration which, through hearings and their 
own research conducted in this country and abroad, they have completed during 
the past year. Out of this study, we believe that there should issue, in the 
interest of American business having interests in foreign countries, either new 
legislation or statements of policy, both by the Federal Trade Commission and the 
Department of Justice, embodying these principles: 

(1) that action under our antitrust laws by governmental agencies of 
this country be limited to those situations in which the foreign commerce 
of the United States is adversely affected ; 

(2) that any United States person or company, wishing to obtain from 
the Federal Trade Commission or the Department of Justice, or both, 
an advance opinion covering proposed business arrangements in foreign 
areas and affecting United States foreign commerce, shall have the right 
to present full and accurate information pertinent to such proposed arrange- 
ments, to one or both of these agencies, from whom he shall shortly there- 
after receive a written opinion of the legality of such proposed transaction; 
that such opinion shall be binding upon such agency or agencies to the 
extent that the information supplied shall have been true and complete; 

(3) that no legal action of any nature, arising under our antitrust laws 
and respecting foreign business arrangements, shall hereafter be brought 
against any individual or company, except that previous thereto the govern- 
mental agency intending to bring an action of this character shall in writ- 
ing advise such individual or company of its intent and shall thereupon, at 
the instance of the defendant, hold hearings to determine the extent of the 
purported injury, and thereafter all parties shall endeavor to arrive at 
some conciliatory agreement in such instance; but failure of conciliation 
shall not thereafter bar prosecution under the relevant statute. 


TAXATION OF FOREIGN SOURCE INCOME 


We believe that United States taxation of foreign source income, derived from 
the active conduct of business within foreign countries, should be subject to 
a preferential tax rate here of not less than 14 percentage points in the hands 
of the first domestic shareholder, corporate or individual. We support the basic 
principle that income should be taxed only once, in the country in which it is 
earned. As a practical step in that direction, we advocate that the foreign tax 
credit provisions and the laws relating to foreign corporations should be subject 
to administrative interpretation which favors, so far as lawfully possible, in- 
come derived from any active business carried on within foreign countries. 
We favor sections 921 and 931 of the Internal Revenue Code of 1954 and 
urge the passage of legislation consistent with the objectives previously set 
forth in this paragraph. 


FOREIGN TRADEMARK PROTECTION 


With foreign sales of average and small manufacturers expanding yearly, 
the need of providing a practical means of preserving the manufacturer's trade- 
mark property in foreign markets has continued to increase. The provision of 
such a practical means of trademark protection is especially needed to bridge 
the usual interval between initial domestic sales and commercial acceptance, 
and the launching of export sales. It is well known that such interval is con- 
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siderably longer than the 6-month period provided by the international conven- 
tion for filing and claiming in the member foreign country of the earliest 
filing date, based upon the parent registration. 

The average and small manufacturer who has a substantial investment in 
popularizing a particular trademark in the United States is not in a position to 
launch foreign sales promotion during the first year of his marketing; nor is 
he within such short “priority” period in a position to incur the expense of 
prosecuting trademark applications in various countries in order to forestall 
trademark piracy, deceptive imitation, and filings for registration by foreign 
applicants. 

Accordingly, suitable amendments to the preservation-of-priority provisions 
of the existing international convention should be made which would recognize 
the trademark or design owner’s rights to claim in each member country, for 
a much longer period than now exists. 

A further need is the adoption and the efficient and economical conduct of a 
central or convention international registration bureau in order to reduce sub- 
stantially the present high costs with which trademark owners are confronted. 


INTERNATIONAL TRADE FAIRS 


The international trade fair is a well established means of displaying and 
marketing merchandise in many areas of the world. With decades of experience 
and background, these trade exhibits overseas have become tremendously im- 
portant commercial functions attended by millions of people. They are so large 
and influential that they also have high political and social, as well as economic 
value. 

With the passage of Public Law No. 860, our Government has established a 
permanent authorization for participating in international trade fairs in foreign 
countries, which will provide excellent means of displaying American goods, 
portraying the American way of life, and providing American information and 
counseling services. Asa result of its preliminary program, through December of 
1956, the United States Government will have participated in 45 different trade 
fairs abroad, and many millions of people will have seen the United States ex- 
hibits. Trade missions are an integral part of the program and, by the end of the 
year, 39 missions will have provided American counseling services in upward of 
200 foreign cities, in 24 different countries throughout the globe, handling over 
100,000 specific business inquiries and stimulating approximately 15,000 specific 
opportunities for American firms to do business abroad. 

We commend our Government’s international trade fair program very highly 
and recommend that American firms continue to support this to the fullest 
extent, making available products for use in the Government’s central displays, 
as well as participating directly and indirectly in these important exhibits which 
play such a great part in foreign marketing. 


UNITED STATES FOREIGN SERVICE 


We reiterate our continued interest in the establishment of a qualified corps 
of officers trained in all phases of the commercial activities of the Foreign Service 
of the United States, particularly the trade- and investment-promotion programs. 
We commend the Departments of Commerce and State on the progress made 
a neat the past year, particularly as exemplified in their agreement of June 

, 1956. 

While this agreement provides for the exchange of 20 career Department of 
Commerce officers to serve as commercial attachés and assistants and for a like 
number of Foreign Service officers to work in the Department of Commerce, we 
feel that the number should be increased to meet the expanding needs of Gov- 
ernment and business. 

We commend the efforts of the two Departments in bringing into service some 
qualified businessmen for commercial work abroad and suggest that this effort 
be enlarged. In addition, we suggest that some of the career Foreign Service 
officers should be returned to the United States for an intensive course of training 
under the supervision of the Department of Commerce with the help of top 
et to establish the curriculum and give special lectures and practical 
raining. 

National Service Committee: C. A. Hofstetter, chairman; Fitzhugh 
Granger, vice chairman; H. D. Arneson, A. W. Brainerd, J. F. 
Brezina, Robert W. Bruce, C. 8S. Cadwell, B. W. Darrah, W. E. 
Hausheer, Dwight Hightower, D. A. Paisley, Frank Pollaczek, 
BE. L. Schimmel, J. P. Stolper, A. M. Strong, G. C. Whipple. 
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UNITED STATES AUSTRIAN CHAMBER OF COMMERCE, INC., 
New York, N. Y., October 13, 1956. 
SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE AGREEMENTS, 
COMMITTEE ON WAYS AND MEANS, 
New House Ofice Building, 
Washington, D. C. 


Mr. CHAIRMAN: The United States Austrian Chamber of Commerce, Inc., an 
American nonprofit membership organization, did not have the opportunity to 
testify at the hearings which your subcommittee held during theperiod September 
17 to 28, 1956, and therefore takes the liberty to submit enclosed for your con- 
sideration certain views in connection with the United States trade policy. 

Respectfully yours, 
UNITED STATES AUSTRIAN CHAMBER OF COMMERCE, INC., 
PAuL A. GOLDSCHMIDT, 
Executive Secretary. 


VIEWS OF THE UNITED STATES AUSTRIAN CHAMBER OF COMMERCE, INC., IN CONNEC- 
TION WITH THE UNITED STATES TRADE POLICY 


QUOTAS 


It is the considered opinion of our chamber that the use of quotas to restrict 
free trade should be entirely eliminated. 


ESCAPE CLAUSE 


Our chamber submits that past experience has proven that the escape clause 
has been invoked in many cases where national economic welfare and security 
were not affected. Our chamber believes that the wording of the Reciprocal 
Trade Agreements Act should be changed to the effect that applications under 
the escape clause procedure should be clearly limited to such cases where the 
economic welfare and the security requirements of the Nation are endangered. 
Applications under the escape clause should be limited to situations where a 
definite emergency exists in a certain industry. 

In such cases where an investigation has already been made, another investi- 
gation should only be undertaken if the applicant can prove that the situation 
has basically changed since the findings of the previous investigation had been 
published. 

ANTIDUMPING ACT 


Our chamber submits that the term “fair value” as used in the Antidumping 
Act should be clarified to the effect that usual commercial price differences which 
normally occur in foreign markets and for exports from foreign countries to the 
United States are not to be considered as predatory dumping. 

We would also suggest that the term “unjust or likely to be unjust” should be 
defined precisely. 

Furthermore, we suggest that the act should stipulate public hearings with 
due notice to interested parties and a further provision that complaints alleg- 
ing dumping should be brought to the attention of interested parties, similar to 
escape clause investigations. 


COUNTERVAILING DUTIES 


Here again it is suggested that the term “injured or likely to be injured” 
should be further clarified. 
Public hearings with due notice to interested parties should be provided for. 


DEFENSE ESSENTIALITY 


Our chamber suggests that section 7 of the Trade Agreement Extension Act 
of 1955 should be amended to the effect that certain terms should be clarified so 
that it becomes quite clear which industry or which company can actually be con- 
sidered as essential and to what degree to the national security program. 

Here again our chamber submits that notice of and access to complaints filed 
under section 7 of the act should be available to interested parties, and public 
hearings should be provided for. 
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AtrR TRANSPORT ASSOCIATION, 
Washington, D. C., October 3, 1956. 
Hon. Hate Boeés, 
Chairman, Subcommittee on Oustoms, Tariffs, and Reciprocal Trade 
Agreements, House Committee on Ways and Means, Washington, D. C. 


Dear Mr. Boces: The American air-transport industry has embarked on a 
tremendous program to make available to the public new designs in comfort, 
speed, and reliability in aircraft to provide transportation all over the world 
in this age of speed. The airlines of the United States are committed to, and 
will continue to make, huge investments to this end. 

To a great extent, the success and prosperity of the air-transport industry de- 
pends on the continued expansion of international trade. The Air Transport 
Association of America, therefore, on behalf of the American-flag air carriers, 
wishes to express to you, and to the members of the Ways and Means Com- 
mittee’s Customs, Tariffs, and Reciprocal Trade Agreements Subcommittee, 
views concerning the ever-increasing importance of international travel as a 
major contributing factor requiring consideration in any debate or discussion 
in the field of foreign economic and trade matters. 

Our views concerning the relationship of international travel and the de- 
velopment of foreign trade are quite simple. We believe the problem basic in 
lessening the dollar gap between imports and exports of merchandise to this 
country is to find and maintain a feasible method for increasing the dollar 
earnings of foreign countries. Such a method must be one that will not im- 
pose hardships on individual groups nor arouse their opposition for small gain. 
We believe that the simplest and yet the greatest productive method that can 
be developed is one that encourages, stimulates, and wholeheartedly supports 
international travel—and recognizes its almost effortless value. 

To illustrate this point, we have for many years recognized the value of the 
coffee market and the role it has played in providing dollars. During this pe- 
riod the import of coffee into the United States was responsible for the greatest 
single source of dollar earnings abroad. United States dollars spend abroad 
for coffee in 1955 amounted to $1,350 million. The important of international 
travel can, therefore, best be measured by comparing the amount spent on coffee 
with the amount spent abroad through travel. United States residents travel- 
ing abroad during the year 1955 contributed $1,356 million to the foreign- 
exchange account of foreign governments. 

To some, the amount spent abroad by United States residents may represent 
a figure calculated to be the result of normal or perhaps expected conditions. 
To others the figure may be unexpected but pleasantly surprising. Indeed, it is 
impressive, but even more impressive is the sudden awareness by our Govern- 
ment and others of the importance of international travel as a major basis of 
sound foreign economic conditions. 

To stimulate international travel our Government has encouraged other gov- 
ernments (1) to improve their tourist plants, such as hotels, and attractions; 
(2) to promote these through advertising and publicity in this country; and 
(3) to eliminate requirements, such as passports and visas for American tourists 
since these are real barriers to travel. The air-transport industry continues 
to reach new markets for travel abroad thereby encouraging foreign dollar earn- 
ings. The air-transport industry has made foreign travel possible for many 
thousands of people for whom a foreign trip was impossible because of the 
travel time required and the finances involved with an extended stay away from 
home and employment. 

Your committee has a great interest in matters affecting international trade 
and travel through conditions of entry of persons and goods through customs 
procedures and formalities. Your committee has been responsible for much 
elimination of redtape connected with customs clearance through the various 
simplification acts. We urge that you continue to follow these matters with 
your usual diligence. We further urge that you consider other steps which you 
may feel, because of your interest, have a bearing on the important role played 
by international travel. 

Generally, your committee is interested in questions dealing with the applica- 
tion of customs and tariff laws and trade agreements program, and their rela- 
tion to our foreign economic policy and to the domestic economy. We have cer- 
tain views on this aspect which will be of direct interest to your committee's 
studies, and we have certain other views which might be considered simply be- 
cause of. the magnitude of the international travel dollar contribution abroad 
and its relation to foreign economic policies. 
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One of the steps which your committee could consider, which would have an 
influence on the foreign travel market, would be a review of current laws con- 
cerning the entry into the United States of tourists publicity material by foreign 
travel offices and groups. This material plays a big role in promoting travel 
abroad, and we believe it to be a subject worthy of your consideration. A con- 
vention was recently signed to permit the importation of tourist publicity ma- 
terial duty free. We do not think that such a convention, if adopted, would 
adversely affect our domestic economy. In order for the United States to par- 
ticipate in accordance with the terms of the convention, our customs and tariff 
laws must be amended. We believe that this simple step would indicate a real 
willingness on the part of the United States to stimulate foreign travel. 

Your committee could also consider another step directly affecting the earning 
of dollars abroad by travelers, again without adversely affecting domestic econ- 
omy. This would be to increase the amount of duty-free exemptions allowed 
returning United States residents. Your committee has previously considered 
this subject and legislation has been intreduced without success. Increased 
exemptions would definitely encourage spending abroad in amounts not affecting 
domestic markets. For example, in 1954, the last such year for which figures 
are available, the average United States tourist spent $839 abroad, exclusive of 
transportation costs. In view of the fact that the average United States tourist 
remained abroad for 10 days or less, the amount of gifts and purchases on the 
average exceeded the present exemptions. This situation discourages travel and 
associated foreign spending. The President has urged enactment of legislation 
to increase the amount of duty-free exemptions on the ground that such legisla- 
tion would stimulate international travel by United States residents. We also 
urge action along this line. 

Your committee might consider other steps which have an influence on inter- 
national travel but yet may not come within the scope of your committee's 
activities. We bring them to your attention because of your interest in this 
overall subject. 

One of the methods which could influence travel abroad would be an increase in 
foreign travel to the United States. We consider the best salesman and promoter 
a foreign country could have is its citizen coming to the United States. Travel 
to the United States can be developed substantially but only with the official 
aid and assistance of the United States Government. The transportation com- 
panies alone cannot through advertising and publicity promote travel to the 
United States. What is needed is a program encouraging people from other 
countries to visit the United States, to meet Americans from all walks of life 
and to observe our ways, and to appraise at firsthand our attitudes and intentions 
thereby creating additional interest in foreign travel. We can think of no more 
effective way of improving international understanding and encouraging travel in 
both directions. Travel to the United States has received practically no official 
attention. We have urged that the United States consider establishing an official 
United States Travel Office with broad programs overseas. We cannot help but 
observe the success of other countries in promoting tourism as a direct result of 
having official government travel offices in the United States as well as in other 
countries. While this subject is being explored in official circles, what is needed 
is the recognition by a committee such as yours of the potential involved in such 
an enterprise. 

An important negative influence on international travel results from the travel 
barriers faced by prospective travelers. Travel barriers are described as 
formalities and related expenses encountered as a result of entry and exit docu- 
mentation requirements which tend to discourage travel. Included in this cate- 
gory is the necessity for such travel documents as passports, visas, tourist cards, 
and the like. In many cases, United States residents are required to secure 
such documents for entry into certain countries merely because the United States 
requires similar documentation from their residents for entry into the United 
States. The cost of these documents frequently exceeds the cost of several days’ 
stay abroad. The cost of the United States passport alone is $10 and yet the 
average passenger merely uses the passport as an entry and exit document to 
fulfill requirements. It has been said that a person able to afford a trip abroad 
can easily afford the $10 for a United States passport. Those using this argu- 
ment fail to take into consideration the cost of other entry and exit documents of 
which the United States passport is but one. For example, a passenger contem- 
plating a round-the-world trip, which is not unusual in this day and age, will look 
forward to completing and filing 46 documents and paying taxes and fees of 
$147.82. approximately 10 percent of transportation costs. If the United States 
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would eliminate its travel barriers for bona fide foreign tourists as well as for 
United States residents, then many countries would reciprocate. Your commit- 
tee could highlight how these barriers affect international travel by recognition 
of the problems encountered in everyday travel and the relationship of these 
problems in foreign economy matters. 

Increasing foreign dollar earnings without fundamentally affecting domestic 
economy is a matter over which your committee has a direct concern. We have 
indicated above how we believe foreign travel has contributed to the productivity 
of dollar earnings abroad. We believe that a contributor of such importance 
requires every possible enlightened consideration. We thank you for permitting 
us to make our views known, and we urge your continued interest. We stand 
ready to assist your committee in any way possible in the completion of its 
studies, and we would appreciate the inclusion of this letter in the record. 

Cordially, 


S. G. Treron, President. 





PACIFIC AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. C., September 26, 1956. 
Hon. HALE Boaes, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 


Agreements, Committee on Ways and Means, House of Representatives, 
Washington, D. C. 


DEAR Mr. CHAIRMAN: Our Association is comprised of all principal American- 
flag ship operators on the Pacific coast, and we wish to take this opportunity 
to express our views on item C of the agenda for your current hearings on 
customs, tariffs, and reciprocal trade agreements. We would appreciate it if 
these views could be made a part of the printed record. 

Item C on your agenda reads as follows: 

“C. Foreign trade, trade policies, trade agreements program and related com- 
mercial policies and the United States economy: It is expected this topic will 
develop information on the significance, impact, and effect of imports and exports 
on the United States economy in its entirety and on the particular segments 
thereof, including industry, agriculture, and distribution and transportation, in 
the context of general national interest.” 

It, of course, goes without saying that transportation by ocean carrier is one 
of the foundation stones upon which our export-import trade is based, and we 
feel very strongly that the manner in which customs and tariffs matters have been 
handled since 1934 has been a most welcome improvement over the previous 
years. American-flag vessels are an integral part of this lifetime of commerce 
on the seas. 

Steamship operators know all too well the serious fluctuations in world trade 
which took place when tariff rates were determined, commodity by commodity, 
on the floor of the Congress. Long-range planning by ship operators for any 
particular trade route is always subject to great risk, but at least since 1934, 
under the reciprocal trade agreements programs, these fluctuations have been 
smooth out to the point where ship operators can make plans not only to serve 
the essential routes for the present, but build ships for the future. 

Further, it is an axiom that the two-way movement of cargoes is essential 
to efficient ship operations. It is our firm view that the adjustment of tariff 
schedules by administrative means has played an important part in making 
it possible for the volume of imports to achieve a balance with the volume of 
exports. The net result has been in recent years a relatively well-balanced move- 
ment both in and ont. 

Whatever benefits have accrued to the United States-flag shipping industry 
have not benefited one group of individuals operating the vessels, but rather has 
benefited the entire working foree, both ashore and afloat, who make their living 
on United States-flag ships, and depend on the maritime industry for their liveli- 
hood. And the entire Nation benefits from a healthy, sound American merchant 
marine, as current and past events have so amply demonstrated. 

For the above reasons, we would urge upon your subcommittee a most careful 
consideration of the beneficial effects to the entire Nation arising from the trade 
agreements acts. It is to be hoped that your current hearings and final report 
will strengthen the support in Congress for the trade agreements program. 
There is no doubt in our mind but that a return to political determination of 
tariff rates would be chaotic. 

Very truly yours, 
RaLpH B. Dewey, Vice President. 
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STATEMENT BY TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN STATES 
INDUSTRIAL CoUNCIL, OCTOBER 15, 1956 


The Southern States Industrial Council is a regional organization represent- 
ing all lines of industry in the 16 Southern States, including Maryland, West 
Virginia, Missouri, Oklahoma, and Texas. Its headquarters are in the Stahlman 
Building in Nashville, Tenn. My own office is at 917 15th Street NW., here in 
Washington. My telephone is Metropolitan 8-3547. 

| shall direct my testimony to a single aspect of the problem before you. This 
is the inadequacy—and even futility—of existing administrative remedies for 
the situation that exists when an industry finds itself in serious trouble as a 
result of actions taken under the trade-agreements program. In doing this I shall 
draw upon the actual experience of the cotton textile and petroleum industries, 
both of which are predominantly southern. 

The story of the cotton-textile industry’s effort to secure relief from low-raw- 
material and low-wage-cost Japanese competition is a long and tortuous one, 
and I shall attempt to hit only the high spots. But before I do this I want to 
mention briefly the factors which gave rise to these efforts to obtain administra- 
tive relief and the background against which such efforts were carried on, indeed, 
are still being carried on. 

The largest single element of cost in the production of cotton fabrics is, of 
course, the cost of the raw material itself. In July of this year, according to 
the Department of Agriculture, this amounted to 54 percent of the total cost (the 
industry now estimates this figure at 60 percent). By reason of the export pro- 
gram for raw cotton approved at the last session of Congress, foreign manufac- 
tures, including the Japanese, can buy United States-grown cotton for approxi- 
mately 25 percent less than the domestic mills must pay. 

The next largest component of the total cost of production is the cost of labor. 
On this the Japanese enjoy an even greater advantage than they do on the cost 
of cotton. In Japan textile workers are paid about 13 cents an hour, as com- 
pared with the United States average of $1.60% an hour in july (the latest 
month for which figures are available), and this does not reflect the recent wage 
increase in the southern mills. In other words, on the cost of his labor—which 
accounts for 27 to 30 percent of total costs—the Japanese manufacturer enjoys 
a better than 12-to-1 advantage over his United States competitor. 

But this is not all. Within recent years the Japanese textile industry has 
been largely rebuilt with the use of American funds. It is in every sense modern, 
more modern, in fact, than many of our own mills. 

Nor is that all. In 1955 United States tariff rates were reduced under GATT 
by an average of 25 to 30 percent (some rates were reduced as much as 50 
percent). 

Thus, the stage was set for exactly what has happened: Ruinous competition 
which has already driven more than a dozen mills out of business entirely, 
forced hundreds of others to curtail operations, and caused large temporary or 
permanent unemployment. For example, in 1955 the Japanese sold 36 million 
blouses here, more than a third of the market. They took 70 percent of the 
United States market for velveteen. Imports supply 30 percent of the domestic 
market for gingham. 

And here we come to the various appeals for administrative relief and what 
came of them. 

Section 22 of the Agricultural Adjustment Act provides that import quotas 
may be imposed where necessary to prevent excessive imports of price-supported 
agricultural commodities, of which cotton is one. It also provides that such 
import limitation shall be used to prevent excessive imports of the raw com- 
modity in manufactured form. So when the Department of Agriculture reported 
that the cotton content of cotton products being imported into the United States 
were several times the allowable raw cotton imports, the industry, on December 
29, 1955, petitioned the Secretary of Agriculture to impose quotas under section 
22 of the act. This petition and a subsequent one to the same effect were denied. 
And why? One of the reasons might be that the United States is subject to 
GATT penalties if it uses quotas under section 22. 

But what about the Tariff Commission? Is it not its function to determine 
whether a particular industry has been injured or is threatened with injury by a 
particular trade agreement concession? And why was relief not sought under the 
80-called escape clause? 

Although the Senate passed a resolution (S. Res. 236) urging the Tariff 
Commission to make an escape-clause investigation of the textile industry, the 
Commission’s reply was that such an investigation for the industry as a whole 
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was totally beyond its capabilities—in other words, it did not have the budget 
or staff which such an investigation would require. Anyway, that door was 
closed, or rather it was never open. 

And yet—because of the wide range of products that can be made on modern 
cotton mill machinery and the possibilities for concentrating on first one line 
and then another—the United States industry believes that nothing less than an 
overall investigation would be meaningful. 

There are currently pending before the Commission escape-clause actions on 
particular cotton textile products—velveteen, print cloth pillowcases, and ging- 
ham. But there is no telling what the findings will be or, if they are favorable 
to the industry, whether they will not be overriden by the President. 

The truth is that the entire executive branch has been opposed to any relief 
for the textile industry. Said one prominent Southern millowner, Col. Elliott 
Springs, of South Carolina: 

“We have always been able to meet competition without tears. But we can’t 
lick the State Department, the Secretary of Agriculture, the General Agreement 
on Tariffs and Trade, the OTC, and the $64 billion giveaway program while 
Congress twists our arm.” 

I am aware of the recent (September 27) seeming commitment of a high 
administration official that an agreement will be worked out whereby Japan will 
undertake voluntarily to impose a ceiling on exports of cotton cloth, cotton 
apparel, and other cotton manufactures not to exceed the level of trade in 1955 
(approximately 200 million yards). If this is done, and Japan observes it, 
well and good. However, it is interesting to note that the seeming commitment 
came in the midst of the election campaign when many promises are made only 
later to be forgotten. In a recent address, Gov. Luther Hodges, of North 
Carolina, bluntly characterized the commitment as politics. 

The next experience I wish briefly to recount is that of the petroleum industry, 
which has seen imports rise from less than 5 percent of total domestic produc- 
tion in the period 1935-39 to more than 20 percent in 1956. These imports dis- 
placed available domestic production and the domestic industry now has more 
than 20 percent of its capacity shut in for lack of a market. At the same time, 
United States exports of petroleum have declined. 

The first effort of the industry was to invoke the Buy American Act. The 
pertinent part of this law as it applies to petroleum is that preference is to be 
given by the Government to products made from domestic oil if crude oil is 
produced “in the United States in sufficient and reasonably available commercial 
quantities of a satisfactory quality.” 

The General Services Administration, which administers the Buy American 
Act, first found that there was a scarcity of oil in the United States and thence 
Government purchases were exempt from the requirements of the law. When 
it was shown that there was no shortage from domestic sources but, on the 
contrary, a surplus existed, the GSA finally admitted the fallacy of its finding 
and issued a new directive, which exempted only the east coast. The purpose 
of this becomes evident when it is considered that more than half the crude oil 
refined on the east coast is foreign. Indeed, the purpose of the GSA to circumvent 
the act is made crystal clear from an announcement contained in its own 
directive : 

“In addition, imports serve to maintain a flow of foreign crude into this country. 
If this flow ceases, a marketing pattern for foreign crude would develop which 
would make it difficult or unduly expensive for this country to acquire supple- 
mental crude when needed.” 

Comments Mr. L. Dan Jones, Assistant General Counsel of the Independent 
Petroleum Association of America in his testimony before this committee: 

“Although Congress passed the Buy American Act so as to encourage American 
industry, the GSA is now administering that law to encourage foreign oil 
development and more oil imports.” 

It is the industry’s experience under the Trade Agreements Act, however, that 
is most discouraging. Back in 1932, Congress passed a law levying excise taxes 
on petroleum imports. These ranged in amount from one-half cent a gallon on 
erude to 4 cents a gallon on lubricating oil, and their purpose was to restrict 
imports. 

Then, in 1934, Congress passed the Trade Agreements Act, but with the re- 
peatedly and plainly expressed intent that it should not apply to the items on 
which excise taxes had been imposed in 19382 (the other items, in addition to 
oil, were coal, lumber, and copper. Thus, the Ways and Means Committee report 
on the trade-agreements bill stated: 
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“In order that the necessary reprocity may be accorded, the President is em- 
powered to promise that existing excise duties which affect imported goods will 
not be increased during the term of any particular agreement. It should be 
carefully noted, however, that the President is given no right to reduce or in- 
crease any excise duty. His power of reduction is limited to those which are in 
fact customs duties.” 

This clearly stated intent of Congress to the contrary notwithstanding, the 
Trade Agreements Act was applied to petroleum in 1939 in the Venezuela trade 
agreement. The story from that time on during sucessive extensions of the act 
is one of repeated assurances from the Secretary of State and others that domes- 
tic industries would be afforded protection Whenever circumstances made it 
necessary or advisable to do so. It is also a story of the progressive whittling 
away of these excise taxes as additional trade agreements were negotiated. 

The industry tried to obtain relief from the Tariff Commission under the 
escape clause and failed. 

It tried again when the so-called peril-point procedure was incorporated into 
the act (in 1951) and failed again. After a long hearing, the Commissioners 
divided equally as to the peril point. However, the President ignored the find- 
ings of both groups of Commissioners and determined the peril point be lower 
than either group of Commissioners had found. 

“This experience under the peril-point procedure is a further and outstand- 
ing example of the extent to which congressional intent has not been carried 
out and what may happen when delegated authority is not clearly defined,” 
Mr. Jones told this committee. 

When Congress extended the act in 1955, it added the so-called national 
security amendment. This is a procedure for limiting the imports of commodities 
when it is found that continued unrestricted imports would threaten the national 
security. 

Then in February 1955, which was the time the Trade Agreements Extension 
Act was before Congress, the President’s Cabinet Committee recommended that 
petroleum imports should be limited to the relationship they bear to domestic 
crude oil production during 1954. 

Thereafter, the Director of the Office of Defense Mobilization made an earnest 
effort to bring about a limitation to the 1954 level through voluntary action on 
the part of the oil importers, This, too, failed and now the industry is petition- 
ing him to take formal governmental action to restrict imports under the author- 
ity of the national security amendment. A hearing on this has been scheduled 
for October 22. 

So, that is part of the story of two industries in their efforts to obtain relief 
through executive or administartive action. Essentially the same story might 
be told of coal and the efforts to obtain relief from the ever-increasing influx of 
residual fuel oil into the eastern part of the United States from Venezuela. 
According to Mr. Joseph E. Moody, president of the Southern Coal Producers 
Association, more than 50 million tons of domestic coal was displaced by im- 
ported residual oil and residual oil made from imported crude in 1955. Had this 
coal been mined, it would have provided 20,000 additional jobs for coal workers 
and $167,741,000 in increased revenues for the railroads. 

These aborted efforts to obtain relief through administrative action have been 
going on for a long time and have provided work for a lot of lawyers. They have 
been the basis of many false hopes and bitter disappointments. Their net results 
are virtually nil—which raises the question: What can Congress do to improve 
the processes of administrative procedure in this field and make it more re- 
sponsive to the facts and to the intent of Congress once these have been con- 
clusively established ? 

Of course, many people feel that tariffmaking is, under the Constitution, a 
function which should be exercised solely by Congress and that Congress should 
not attempt to delegate this authority. But passing over that, what can Congress 
do to help the situation which is rapidly becoming intolerable? 

One thing it might do is provide for additional personnel for the Tariff Com- 
mission. That, however, will not reach the root of the trouble. 

Most of the trouble, in my opinion, arises from the carelessness of Congress 
itself in delegating power without spelling out its intent with sufficient definite- 
ness. If Congress meant—as I am sure it did—that the Trade Agreements Act 
should not apply to imports upon which it had imposed an excise tax, it should 
have said so plainly and explicitly in the body of the act. 

I sometimes think that it would be a good investment if Congress would em- 
ploy some smart lawyers who, in advance of the enactment of any important 
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legislation, would go over it with a fine-tooth comb looking for provisions which 
are susceptible of bureaucratic misinterpretation. For one thing is certain: 
If any such loophole exists, they will find and exploit it. 

I thank you. 


CorpDAGE INSTITUTE, 
New York, October 15, 1956. 
SUBCOMMITTEE ON CUSTOMS, TARIFFS AND 

RECIPROCAL TRADE AGREEMENTS, 
House Ways and Means Committee, 
New House Office Building, Washington, D.C. 


GENTLEMEN : Cordage Institute is the trade association of most of the private 
manufacturers of hard fiber cordage and twine in the United States. In accord- 
ance with the prospectus which was sent out by your committee we are ex- 
pressing our views on the trade-agreements program. 

Congress has attempted to provide safeguards in the matter of trade-agreement 
reductions. These safeguards are not being properly administered. Industry 
and labor appear at the scheduled hearings on items to be negotiated and peril 
points—but there it ends. No provision is made for review of the findings 
of the Tariff Commission on peril points (in fact, industry rarely knows what 
they are), nor is any provision made for the credence to be given testimony of 
industry and labor before embarkation is made on trade-agreement negotiations. 
There is no provision made for any participation with foreign governments in 
a negotiation for the reduction of duties, nor is there any way for American 
industry to learn the intent of our negotiators in reducing duties, until after 
the negotiations are completed and the reductions consummated. On past experi- 
ence, we feel that too much emphasis is placed upon the political effect of 
international trade and world economy, and not sufficient consideration is 
given to the economy of the industries affected and the labor employed. 


DUMPING AND COUNTERVAILING DUTIES 


We feel that our existing laws and the regulations written thereunder with 
regard to dumping and countervailing duties are effective and workable, if 
properly administered. What we have said above with respect to trade agree- 
ments applies with equal force to the administration of the dumping and 
countervailing statutes. Their terms should be more clearly defined by regu- 
lations and more uniformly administered with judicial review provided in our 
customs courts, where questions of law are involved. As it now stands, industry 
is not informed as to the evidence on which adverse decisions are made. 


RESTRICTIVE TRADE PRACTICES ENGAGED IN BY FOREIGN COUNTRIES 


Although Congress has not ratified our participation in GATT, our Govern- 
ment is more rigidly applying the proposed rules and aims of the GATT organ- 
ization than any of its other members, so far as we have been able to ascertain. 
Although quotas, embargoes, and other restrictive measures are frowned upon 
by GATT and our Government, we read in the daily press and learn from con- 
tact with our United States industries that export to foreign countries that, 
when necessary to protect its industry or labor, these rules and aims of GATT 
are frequently disregarded and necessary measures are taken. 

Our view of national economy is that no merchandise should be allowed to 
enter into competition with domestic merchandise at less than it cost the home 
industry to produce it. Any measures that are necessary, such as duties, quotas, 
fees, ete., to equalize the cost of production in a foreign country and the cost of 
production in the home industry are essential to the sound economy of any 
nation. Further, on this point, it is the objective of the trade program to raise 
the standards of living in other countries of the world to prevent the spread of 
communism and to create markets for our products. Offshore producers are in 
competition for the United States market. Tariffs such as we have apply 
equally to all friendly countries. Those offshore producers who can lay goods 
down in the United States market the cheapest will prevail. Therefore, there is 
a definite incentive to offshore producers to pay labor as little as possible. Thus 
the reaching of the objective is delayed if not defeated. 

We respectfully request that this letter be made a part of the record. 

Sincerely yours, 
DeWitt C. ScHIEck, Secretary. 
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STATEMENT BY THE NATIONAL ASSOCIATION OF WooL MANUFACTURERS 


The National Association of Wool Manufacturers is grateful for the opportunity 
to present its views to this agency of the legislative branch of our Government 
as it was of an earlier opportunity to do so to an agency of the executive branch, 
the Commission on Foreign Economic Policy, in December of 1953. The report 
of that Commission, in our judgment, did little to resolve the confusion which 
pesets our international trade policy. We wish you greater success and sincerely 
believe that, to this end, the field is wide open. 


NEW PRINCIPLES NEEDED 


Much of our current international misunderstandings arise, in our judgment, 
from misguided efforts to have the foreign trade policy of the United States mean 
all things to all people. The inevitable failure of such a course has increased for- 
eign resentment, bred of understandable disappointment, instead of furthering the 
basis of understanding essential to mutual trust and confidence for the future. 
In addition, this self-contradictory policy has created confusion and incubated 
damaging uncertainty in American industries. 


\o injury—Escape-clause fallacy 


For example, the trade agreements program in its early days, and for years 
thereafter, was propagandized by its principal proponents as a device to increase 
our international trade, with emphasis on the advantages expected to accrue 
through inereased exports, to be stimulated by increased imports, without damage 
to domestie industries producing goods competitive to the imports. In short, it 
was contended we could eat our cake and have it. Step by step, with succeeding 
extensions of the program, this illogical contention had to be abandoned. First 
modification of the incongruous “no injury” allegation was made through the 
qualification of “injury” by the addition of the word “serious.” This line of 
propaganda culminated in the adoption of the so-called escape clause. The 
escape clause, at best, has proved a snare and delusion. Simply assessed, it re- 
veals the inherent fallacy of the program and its potential to stimulate confusion, 
friction, and uncertainty rather than foreign trade. 

Reduced to its simplest terms, the escape clause provides for the withdrawal of 
a concession if foreigners take advantage of that concession. Thus it creates 
doubt of our sincerity in making the concession in the minds of both the foreign 
and domestic producer of the subject item. Such doubts as are created by the 
“escape clause” can be resolved only by deeds, not words. If the escape clause 
isavailed of, the foreign producer understandably charges bad faith. If “escape” 
application is denied, the injured domestic producer finds it of no aid and, in fact, 
nly a means of prolonging his tortured end. This scarcely seems to be the way 
to “win friends” at home or abroad. 

If a basie reasonable criterion were proclaimed and adhered to in the making 
of tariff concessions, much of this confusion could be eliminated. We shall deal 
with that criterion later. Next we shall deal with a seemingly absurd remedy 
that has been proposed for industries, and employees thereof, driven out of 
business by unfair foreign competition. 


Subsidized industries or displaced persons 


It is the present clear admission by the more ardent proponents of free trade 
that certain American industries are bound to suffer under a free trade policy— 
some to the point of extinction. This admission is implicit in their suggested 
remedies for those industries and their workers. The alleged remedies are to the 
effect that either the industry be subsidized or allowed to die and its workers 
(rained for other work and, if necessary, moved by the Government to other areas 
lor employment. 

Such glib palliatives are dangerous proposals. There is no evidence of a de- 
and for a sustaining subsidy by industries that would be adversely affected by 
the removal of tariffs. By what reasoning do the proponents arrive at the con- 
‘lusion these industries and workers want aid, not trade? Is not this subsidy 
proposal of the same doubletalk stripe as the escape clause? If an American in- 
(ustry loses its market to a low-wage foreign producer through a tariff conces- 
sion and then has that market restored by a Government subsidy, there are many 
‘osers—but who wins what? The American industry and its employees survive 
‘n Government bounty—at taxpayers’ expense. The foreigner does not get the 
increased market the tariff cut was designed to give him. Perhaps more Govern- 
hent jobs would be created for administration, and some circles may consider 
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this a gain. However, this does not seem to us to be a true manifestation of the 
American way, and otherwise a futile, senseless proposal. 

What evidence have the proponents of relocation that persons skilled as weavers 
desire to become welders—or that welding opportunities would be available in 
Detroit, should they be moved there from their present home cities? Indeed, 
what evidence is there that workers wish to move, or be moved, at all? When one 
considers the magnitude of the “displaced persons” problem that would be thus 
created, it staggers the imagination. Further, do not these proposals exude the 
same offensive odor as similar policies actively pursued by the European dictator- 
ships recently crushed at awesome expense in human life, time, and materiel? 
If the products we are to import from abroad are no better than these dictatorial 
concepts, we had better be on guard. 


Slogans and statistics 


There is all too much evidence that our foreign policy of past years has been 
cultured in an environment of imported slogans and misused statistics. 

“Dollar shortage’ will be remembered as the sire of the postwar aid policies: 
the Marshall plan, rehabilitation and reconstruction, BCA, et al. War devasta- 
tion, an eloquent pleader, loosened the pursestrings on our taxpayers’ funds 
despite deficits in our own Treasury. In consequence of a generous and sym- 
pathetic heart, characteristic of America, even though many Americans were 
personally suffering from the same dollar-shortage malady, these attempts at a 
“leg up” were broadly approved. 

“Dollar gap” was the next shibboleth to be given currency. Based on deceptive 
use of inadequate statistics it cultivated fertile ground for the sowing of the 
most virulent, seductive seed of them all: Trade, not aid. American imports and 
exports were compared in terms of dollars without regard to the “aid content” in 
the American exports. 

Thanks to the diligent work of the American Tariff League there is now consid- 
erably more light on this factor in the reported “trade balances” which, at best, 
are post mortems rather than prescriptions. According to the information avail- 
able to us, the 1955 accounting shows exports of $15.5 billion against imports of 
$11.4 billion. In this export total there is approximately $3.1 billion in military 
and economic aid to foreign countries. Also to be taken into account are such 
credits as may accrue to foreign countries from tourism, United States investment 
income, ete. Thus it would seem the commercial accounts are virtually in 
balance. 

“HIGH” OR “LOW” TARIFFS NOT THE PROBLEM 


Just as long as distrust and enmity prevail in the world, security through de- 
fense is the No. 1 problem of our people. Perhaps the day will come when a na- 
tion may rest secure and devote itself exclusively to the development of peerless 
efficiency in the production of automobiles, radios, or dishwashers—but that day 
is not here, nor does it appear to be approaching in uncommon haste. 

Our foreign-trade problem is not a Hobson’s choice between a “high” or “low” 
tariff policy but rather a question of determining the principles and devising the 
means by which we may pursue an equitable foreign trade policy in the national 
interest. Basically there can be but one objective in Government stimulation oi 
foreign trade, and that is the improvement of national weal. This can and does 
take on many forms. 

A sound foreign-trade policy calls for the exchange of goods or services for 
mutual benefit. Where there is no mutuality of benefit, there is no advantage 
in the trade. Measures that call for one-sided sacrifice are of doubtful benefit 
and more likely to prove the seed of dissension and dissatisfaction. Frequently, 
the damage wrought by sacrifice is irreparable or can be overcome only at great 
expense in time and effort. 

Presently, world trade is snarled in a tangle of arbitrary restraints and restric- 
tions of which, in our view, tariffs are the lesser evil. Even our State Depart- 
ment has admitted that, despite its attempt to lessen the more serious foreign 
barriers to trade through pursuit of the so-called reciprocal trade agreements 
program, these impediments to trade are more numerous than was the case prior 
to the program’s inception. Quotas, licensing requirements, subsidies, exchange 
manipulation, currency controls, and the nonconvertibility of currencies so 
tighten the Gordian knot on foreign trade that to attribute its strangulation tv 
American tariffs is either a manifestation of economic blindness or a deliberate 
attempt to deceive. It can be demonstrated that American tariffs are among 
the lowest of any of the principal world-trading nations and substantially lowe! 
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than many of those giving loud and purposeful support to the ‘Trade, not aid” 
slogan.* We must not be deceived. We should not remain passive. We vigor- 
ously point out that the correction of these faults is, in large measure, in foreign 
hands. 

THE SPECIFIC APPROACH 


First required in the development of an equitable foreign trade policy would be 
a careful appraisal of our needs in goods and services, class by class, from the 
viewpoint of national interest. The problem is too complex to permit of treat- 
ment by some general, one-way mathematical formula however “neat” in concept 
or statement that formula may seem. In pursuit of selective consideration it 
seems Obvious that some commodities subject to duty might be transferred to the 
free list and, conversely, some duty-free commodities may require the establish- 
ment of a duty. By the same token, some duties may be found excessive, others 
inadequate. 

Flexibility required 

Just as our requirements do not remain constant either as to nature or volume 
so is there a need for flexibility in tariff rates. This is not equivalent to suggest- 
ing that either our rates of duty or the method of determining them should be so 
mercurial as to respond to short-term economic fluctuations. It is, however, a 
recognition of room for improvement in operation over both the pretrade-agree- 
ments method and the trade-agreements program itself. Nor is it amiss to point 
out at this time that as between the legislative and the negotiative method of 
tariff determination, the negotiative is inherently susceptible to greater uncer- 
tainty than the legislative. Today the degree of inconstancy is controlled only 
by the disposition of those charged with administration due to the required 
inclusion of the “escape clause” in all trade agreements. Nominally, rates estab- 
lished in trade agreements are to remain set for at least 3 years and forever 
thereafter in the absence of notification of intent to alter by established pro- 
cedures. However, this escape-clause provision substantially changes that 
situation to the consternation and confusion of all concerned. 

Following the disposition of each relief application, witness the rash of pre- 
dictions that follow, creating uncertainty at home and abroad regardless of 
the party in power. 

We cannot suggest to you any method of tariff treatment which would pre- 
clude all change, nor do we believe such inflexibility is desirable. In fact, we 
would like to point out that, so far as freedom from ‘constant change” is con- 
cerned, there have been more changes in our rates of duty under the trade agree- 
ments program than as a result of the operation of the “escape clause” pro- 
cedure. Further, our tariffs have been more unstable under State Depart- 
ment control than was the case before Congress surrendered its responsibility 
to the administrative branch of Government. 

Our contention has been, and is, that flexibility is a prerequisite virtue of a 
fair and liberal tariff policy. Even the most doctrinaire freetraders now seem 
to admit that a sudden and complete elimination of our tariffs would be fool- 
hardy and disastrous. We agree heartily with them on this point and carry 
it one step forward. If this be so, how, without flexibility, would they achieve 
their goal? It is not “flexibility” we would brand the culprit, but vagary and 
caprice springing from political considerations. To be fair, a trade policy, domes- 
tic or foreign, must be free of these noneconomic influences. To be free it must 
be placed beyond the pale of politics. 

National welfare is basic to our premise that our foreign-trade policy requires 
specific rather than general consideration. The need for flexibility in any 
situation, short of outright free trade, has been established. We would now sug- 
gest the overriding criterion for specific cases. It is need—need in the national 
interest. 

Briefly, we would develop this thought against the backdrop of industries with 
which we have some familiarity. 


NEED AS IT APPLIES TO WOOL 


_The domestic supply of apparel wool is inadequate for our requirements. 
Virtually half of the apparel wool consumed in the United States is of foreign 


oe 


‘American Tariff League Bulletin, publication No. 133, How Low Are United States 
Tariffs? 
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origin. Yet there is a duty of 2514 cents per clean pound on its importation. [p 
addition, there are various other governmental props designed, but failing to 
date, to promote production. We need more wool than we produce. Then why, 
ask many wool manufacturers, put a duty on its importation? Beyond politica) 
responses, the answers are few. It is generally agreed that from the viewpoint 
of national welfare it is not desirable to become wholly dependent upon foreign 
sources. In the instant case, however, a duty plus a Government price-support 
program followed by an incentive payments program (National Wool Act of 
1954) have not made us self-sufficient but leave us, to a major degree over the 
years, dependent on foreign sources. This suggests that it would be desirable to 
discard the duty on unmanufactured wool. Elimination of the duty on raw 
apparel wool would improve its competitive relationship with other fibers and 
increase its use which, in turn, would lead to increased consumption of raw wool. 
On the other hand, while an increase in duty temporarily might raise the price 
realized by the grower, it would give unneeded impetus to the production and 
use of man-made fibers. Technological advances and the increasing supply of 
man-made fibers have joined to reduce the manufacturer’s dependence on wool 
for civilian apparel and many industrial fabrics. 

It was this reasoning that led us unstintedly to work for the abandonment 
of the wool loan program and for the adoption by the Congress of the incentive 
payments program which is premised on congressional belief that wool is an 
essential and strategic commodity and that, as a measure of national security 
and in the promotion of the general economic welfare, a domestic production of 
approximately 300 million pounds (grease basis) of shorn wool should be en- 
couraged. We believe this is a step in the right direction. We believe other 
steps remain to be taken. 

The National Wool Act of 1954 limits the cost to Government of the incentive 
payments to the growers to 70 percent of the amount of the duties collected on 
wool imports. We do not believe that this vital program of encouragement 
should bear such a limitation any more than the production of armaments con- 
sidered necessary to the defense of the United States should be arbitrarily tied 
to such mercurial criteria as value of total imports or gross national product. 
ete. We believe that, to the extent wool production is to be encouraged in the 
national defense interest, it is the broad responsibility of all taxpayers: and, 
that the necessary money should come, as is now the case, out of general funds. 
But, we further believe, this money should be made available to the extent re 
quired. In addition, we believe the duty (2544 cents per clean pound) on 
apparel wool should be eliminated to encourage wool importation so long as 
(a) there is an incentive program for domestic wool production and (b) our 
domestie wool production fails to meet national requirements. 

We would point out that elimination of the duty on apparel wool would also 
result in lower duties on wool products. That part of the compound duty on 
manufactures of wool, the specific duty, would go. Manufacturers of wool are 
fully aware of the risk they take in advocating this proposal. They believe the 
risks involved in not eliminating the duty on raw apparel wool are greater to 
the public, the industry, and the grower. 


NEED AS APPLIED TO THE WOOL TEXTILE INDUSTRY 


Let us consider now the problems confronting a vital industry, the wool 
textile industry, wholly dependent upon its home market as an outlet while 
relying in large measure on foreign raw material sources. 

The wool textile industry was demonstrably adequate to the task of supply- 
ing military and civilian requirements in World Wars I and II, and in Korea 
(with some left over for foreign relief). 

As already stated, it must import virtually half of the apparel wool consumed 
in the United States. On the other hand, except for war experience, the exporta- 
tion of wool manufactures has been of no consequence. 

If we are here to maintain American standards of employment there is little 
reason to believe export markets will become of major importance to us under 
any kind of a trade policy. Our primary emphasis is on the importance—yes, the 
vital necessity. of protecting our home market. 

Without a home market there will be no American wool textile industry. 
Without a wool textile industry in the United States to convert wool into usable 
military and civilian products the production of raw wool in the United States 
loses point. Thus we see that however desirable it may be to aid and encourage 
the domestic sheep producer so far as one of his products, wool, is concerned 
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it is of overriding importance to protect and encourage wool manufacture in 
the United States. 


Current situation 


Operations in the wool textile industry, in common with most other segments 
of the textile industry, are extremely unsatisfactory. It will not be our purpose 
to burden your committee with the depressing facts. What we would like to 
bring to your attention are certain basic factors pertinent to the problem before 
you and the economic paradoxes bearing upon it. 


Imports high and rising 


Against the hue and cry of trade, not aid, a singularly enticing and deceptive 
slogan, we find that our foreign friends are indeed getting both. While our 
tax dollars continue their foreign crusade in economic and military aid, United 
States imports of woolen and worsted fabrics continue to soar to record heights. 
In contrast, domestic production drops and mills, machines, and jobs are 
liquidated. With such a record before us, it is difficult to understand how any- 
one can contend that tariffs on our products are “unduly burdening and restrict- 
ing the foreign trade of the United States”; nor do we believe that the experience 
of the wool industry in this regard is singular. There is solid conviction that 
this vital industry cannot survive and mantain American work standards with- 
out adequate protection against British, French, Italian, and Japanese com- 
petition. 

As long as our wool textile plant demonstrates its adequacy to meet the 
demands of the home market, it follows that we have no need to augment our 
sources of supply. Further, to the extent that imports of wool textiles continue 
or are increased they, in fact, replace or offset operations here at home. 


Our position not unique nor unusual 


We recite the foregoing with full realization that your instant purpose is not 
to resolve the problems of our industry. Our purpose in outlining the different 
economie factors surrounding wool growing and wool manufacturing in the 
United States is to demonstrate the differing conclusions which may be arrived 
at by applying the criterion of need on a selective, case-by-case basis. 

It is not adequate to dismiss our contention with the charge that we are acting 
solely out of selfish self-interest. What we advocate is neither unique nor 
unusual... The United Kingdom, France, Italy, and Germany allow the free 
entry of raw wool while imposing duties upon the importation of manufactures 
and semimanufactures. There are many other countries which do likewise. 


Cost to consumer 


Much of the appeal of foreign made products to the consumer lies, sadly, in 
the point-of-purchase plus imparted by the word “Imported.” It has the capacity 
psychologically to dupe the lay purchaser. We know it will not mislead you. 
Imports are appealing to the merchant by and large as they can be purchased 
at prices lower than comparable American products and, with the psychological 
advantage of the “Imported” label, be sold at the same or higher price. But take 
away the restraint of the “prevailing market,” which in this case means the price 
of the American-made product, and where can we expect the cartel price of the 
import to go? The question is rhetorical. 

The point we would make is that any advantage in cost of imports which might 
fleetingly be realized would quickly disappear as the European cartel economic 
concept became the criterion of competition in the American market. 


The profit motive 


However, we do not wish to give here the impression that our only concern 
is for the worker and the consumer. Were we to do so we would be guilty of 
the same sham we detect in some of the more loquacious advocates of free trade 
who are inclined to cloak their case in the mantle of altruism. We bring such 
matters as national welfare, security, and employment to your attention because 
we believe they have direct bearing on our case and that recognition of these 
factors will be in our interest. Primarily our mills are in business to profit by 
making a useful product or performing a needed service. 

Nor is our desire for fair competition subject to the charge of unreasonable- 
ness if it is to be gaged in the light of the European’s attitude toward Japanese 
competition and, to a lesser extent, German competition. If American manu- 
facturers seeking to maintain or achieve equalization of competition through 
tarifis are considered to be on the vehement side one need only listen briefly 
to these foreign disciples of trade, not aid in their protestations against the com- 
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petition of cheap Japanese goods in their markets at home or abroad. Exam- 
ples of this attitude and activity are available if this is news to this committee 
and such are desired. Despite some impression to the contrary, Americans are 
not the only ones who protest when their ox is gored. 


8o-called safety devices 


It has been our members’ experience in protesting pursuit of the present trade 
agreements program to their congressional representatives to have the latter 
attempt to allay their fears by alluding to the alleged safety devices such as the 
peril point and escape clause provisions. 

We will not assert that these devices could not be made to work effectively. 
We will state flatly that their administration over the years has not been reas- 
suring. American producers are dismayed by the depth and breadth of the 
cuts in tariffs our experts make in a relatively short negotiation period in con- 
trast to the time required in consideration of an escape clause action. These 
cuts are made after more or less perfunctory hearings, held not by the negotiators 
themselves but by others from various agencies of the Government. On the other 
side of the coin, an escape clause action on a single item can take months, even 
years, in the works aud Government frequently demands data far in excess of 
those which were available to it in making the initial cut. After all that, more 
often than not, relief is denied the American producer. 

Our industry has not filed an escape clause action. We have, however, pur- 
sued a similar effort in pleading for the implementation of the Geneva reserva- 
tion. We chose this course over an escape clause action because the reservation 
specifically deals with woven wool goods; it sets its own trigger point; and it 
spells out the remedy. Further, it was designed by our Government’s experts 
and was agreed to back in 1947 by the foreign governments which were parties to 
the trade agreement in which the ad valorem duty on wool goods was slashed from 
45 percent to 25 percent. 

In July of 1953, in the face of rising imports, we initiated our appeal for imple- 
mentation of the reservation in a letter to the President. Despite interim re- 
quests nothing definite occurred until April of this year when, at the request of 
the Textile Workers Union of America, a hearing was held by the Committee for 
Reciprocity Information. The union, the association and others, including in- 
dividual manufacturers, presented voluminous data in support of its implementa- 
tion. To date we do not know whether, or how, it will be activated. Meanwhile, 
imports continue their record breaking course ; the liquidation of mills, machinery 
and wool textile jobs continue and a defense industry approaches a condition 
where, should an emergency arise, its production for defense may be too little and 
too late. 


Recommendations 

We urge the Congress to recapture control of our foreign trade policy which 
is its responsibility under the Constitution. 

We urge the Congress to make every proper effort to stimulate international 


trade and, in so doing, clearly to assert that such efforts will be premised on 
need in the national interest. 


STATEMENT BY ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR, TEXTILE FABRICS 
ASSOCIATION 


The hearings being held before your committee are intended to explore 
various aspects of the United States trade policy and to determine, if possible, 
whether or not our foreign trade policy is sound and whether or not the admin- 
istration of the trade-agreements program has been fair and has conformed to 
the intent of Congress as laid down in the Trade Agreements Act, as amended 
to date. 

The Textile Fabrics Association, of which I am the executive director, consists 
of most of the leading firms who manufacture finished fabrics and in that form 
sell them to wholesalers, retailers, and manufacturers of various types of apparel 
in this country. We are, therefore, vitally concerned with the foreign-trade 
program of our country, insofar as it relates to imports of cotton fabrics prin- 
cipally from such countries as Japan. 

The writer has had the rather unique experience of observing the administra- 
tion of the trade-agreements program first as an attorney with the Bureau of 
Customs in Washington between 1937 and 1942, and thereafter as a representa- 
tive of various industry groups since 1944. The experience gained from a 
firsthand knowledge of governmental administration of the trade-agreements 


prog 


those 
resu 
be fi 
this | 
Th 
exec 
ject 
came 
each 
the 
mini 
indu 
the ¢ 
gre 
ever’ 
visio 


prov 
indu 
relie 
are 
econ 
In 
indu 
of t 
an 
righ 
sent 


agre 
duty 
exec 
trad 





cw = 


a= 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1549 


program and thereafter observing the administration of the program from the 
industry viewpoint has been invaluable. 

In reviewing the trade-agreements program from its inception one is immedi- 
ately struck by the fact that World War II intervened between 1939 and 1945 
and thereby prevented a proper test of the soundness of this program during 
those critical years. It was, therefore, only when normal trade relations were 
resumed at the end of World War II that the trade-agreements program could 
be fairly evaluated. Any fair comment with regard to the success or value of 
this program must take that important factor into account. 

The administration of the trade-agreements program was placed in the 
executive branch of our Government without any judicial review and only sub- 
ject to a periodic review by the Congress when the Trade Agreements Act itself 
came up for legislative renewal. The record will bear out the fact that with 
each renewal of the act more segments of American industry complained to 
the respective congressional committees regarding the fairness of the ad- 
ministration of the act by the executive branch of our Government. The textile 
industry has been in the forefront in that regard. As tangible evidence that 
the Congress has given some weight to these complaints, we find that the Trade 

greements Act now contains a peril point provision and a requirement that 
every trade agreement negotiated must contain a so-called escape-clause pro- 
vision to protect domestic industries against serious injury from competitive 
imports. 

Your committee has undoubtedly already heard from many other witnesses 
how ineffectual the escape-clause provision has proved to be in practice because 
the intention of the Congress to make this an effective remedy when serious 
injury was found by the United States Tariff Commission to exist has, in 
practice, been overruled by the economic advisers to the President. The truth of 
the matter is that the rules of the game as laid down by the United States 
Tariff Commission for the escape-clause proceeding have been frequently totally 
ignored by the executive branch of the Government whenever it sees fit to do so. 
The record has caused us to conclude that an escape clause petition is an illusory 
remedy without practical relief. 

An examination of the outcome of applications for escape clause investigations 
up to January 7, 1955, as prepared by the United States Tariff Commission and 
previously submitted to the Committee on Ways and Means in conjunction with 
the hearings on H. R. 1, readily bears out the conclusion on the part of the 
textile industry that the escape-clause procedure as a practical remedy has 
proved to be of negative value in most cases. Because of that fact the textile 
industry has felt it advisable to turn directly to the Congress for legislative 
relief rather than go through long-drawn-out administrative proceedings which 
are most likely to end in a negative decision upon review by the President's 
economie advisers. 

In the opinion of the writer any determination of serious injury to a domestic 
industry to be administratively fair must be made by an independent agency 
of the Government and any review of that decision should be determined by 
an appropriate court of law. As long as the office of the President has the 
right of veto of any decision of the United States Tariff Commission it repre- 
sents an example of an administrative agency that placed the reduction in 
duty into effect having the right to determine the fairness of that reduction 
n duty. As anyone who is familiar with administrative law knows such a 
situation violates a basic principle of administrative law. 

Even the language of section 7 of the Trade Agreements Act, while seemingly 
ntended to bevefit industries that manufacture multiple products, results, in 
effect, in giving the administrative branch of the Government an added reason 
for dismissing escape-clause proceedings brought by an industry who can show 
an overall profit, but finds that one of its products is being seriously injured by 
a competing imported product. In theory, such an industry can now qualify for 
applying for relief under the escape-clause provision, but it is highly questionable 
whether it can obtain such relief in view of the present attitude of the economie 
advisers to the President, as shown in past cases. 

Section 3 (a) (1) of the Trade Agreements Act requires the President to 
lind as a fact that any existing duties or other import restrictions of the United 
States or any foreign country are unduly burdening and restricting the foreign 
trade of the United States before he is permitted to enter into foreign trade 
agreements with foreign governments that result in lowering existing rates of 
duty on imported products into the United States. In practice, whenever the 
executive branch of our Government has contemplated entering into such foreign 
trade agreements it has given industries that might be affected thereby an 
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opportunity to be heard before a so-called Committee for Reciprocity Infor. 
mation. The textile industry has made it a practice to appear before this Com. 
mittee whenever it indicated that the existing rates of duty on textiles or 
textile products may be reduced as a result of a trade agreement to be nego. 
tiated with one or more foreign countries. It must be therefore assumed that 
when the rates of duty on eotton textiles or textile products were reduced ip 
1955 that the President must have found as a fact that the existing rates of 
duty on such textiles or textile products were in the language of the act, 
“unduly burdening and restricting the foreign trade of the United States” in such 
products. 

As a glaring example of an instance when this provision of section 3 (a) (1) 
of H. R. 1 was totally ignored, we would cite the reductions in duty in textiles 
that were negotiated with Japan at Geneva just prior to the enactment of H. f. 
1. The State Department had publicly announced that its plan was to ask other 
countries to lower their import duties on textiles so that Japan could sell more of 
her textiles to those countries and in return therefor, our Government would 
grant those countries concessions in import duties on products that they desired 
to sell in the United States. Aside from the fact that there is a very serious 
legal question as to whether the authority granted to the executive branch of 
our Government under the Trade Agreements Act permits such an arrangement, 
the entire plan fell through when other countries refused to accede to it at 
Geneva. 

Our Government apparently then felt compelled to reverse its strategy and 
granted Japan very substantial reductions in duties on cotton textiles, in spite 
of the prior warning on the part of all segments of the domestic textile industry 
that this would result in a flood of imports from Japan. The textile industry 
had already shown by ample proof that the advantages which Japan had in 
terms of substantially lower labor costs, lower raw cotton costs, and the most 
modern textile machinery, made it possible for that country to sell here very 
substantial quantities of her cotton textiles and textile products at existing rates 
of duty. Accordingly, it is highly unreasonable to assume that there was any 
reliable economic data available on the basis of which the President could have 
made a positive finding that existing rates of duty in any way restricted trade 
with Japan in cotton textiles. 

This undoubtedly represents an example where the State Department took 
a calculated risk that the reduction in the rates of duty on cotton textiles would 
not result in serious injury to the textile industry in this country. However, 
it is submitted that the application of such a principle in this instance was 
totally unwarranted in the face of the hard economic facts available to the 
State Department and in view of the record submitted by the textile industry 
at the hearings before the Committee for Reciprocity Information and also at 
the hearings before the Committee on Ways and Means and the Senate Finance 
Committee on H. R. 1. 

We are well aware that the executive branch of the Government justifies its 
action in this instance because of the desire of our Government to sustain the 
economy of Japan and thereby prevent that country from becoming a Communist 
satellite. This major decision, of course, has not been publicly admitted, but 
it is common knowledge that it was the major consideration that prompted the 
reductions in duty granted to Japan on cotton textiles. 

In our opinion the Trade Agreements Act was never intended by the Congress 
to bear the burden of sustaining the economy of a foreign country by a radical 
reduction of our import duties for political reasons. If it is a matter that 
entails our national security, we believe it warrants our Government in taking 
such steps as to place the burden of sustaining the economy of Japan upon all 
of our citizens rather than upon those industries in our country, such as the 
textile industry, which is in no position to meet such unfair competition from 
Japanese cotton textiles. We further believe that our country can ill afford 
to undermine as basic an industry as the textile industry when so many persons 
depend upon their livelihood on this industry. 

It must be remembered that the cotton textile industry in this country finds 
itself in the unenviable position of having the cost of its raw cotton artificially 
controlled by virtue of Government regulation, its labor cost governed by the 
minimum wage law and its profits have unfortunately been substantially lower 
than those of any other major industry in this country by virtue of the keen 
competition that exists between producers and from foreign imports. 

On the other hand, we find that our Government has supplied Japan with the 
necessary dollars to buy the most modern textile machinery, the producers of 
cotton textiles in that country have received expert advice from Government 
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officials as to what products would sell best in the United States market and 
in general, our Government has done everything to encourage the rejuvenation 
of the textile industry in Japan. Lipservice has been given to the idea of 
creating markets for Japanese textiles in other countries, but in actuality that 
has proved to be of little or no practical value. 

Aside from these factors, the firms in this segment of the textile industry 
have been affected by Japanese competition in other ways as well. Japanese 
producers have not hesitated to copy exactly the patterns of American pro- 
ducers of fabrics and have offered them for sale in this market at substantially 
lower prices. All of these elements add up to a case of the most aggravated 
unfair competition which the laws of the United States distinctly frown upon 
if practiced by one domestic firm against another. However, the present ad- 
ministration apparently justifies this type of competition on the score that our 
foreign trade policy under the Trade Agreements Act permits it and our na- 
tional security, insofar as our relations with Japan is concerned, justifies it. 

Under section 7 (a) of the Trade Agreements Act, the Tariff Commission 
may recommend in an eseape clause proceeding the establishment of import 
quotas among other things to prevent or remedy serious injury to a domestic 
industry from competing imports. Since the Congress saw fit to include import 
quotas as a possible remedy, one would assume that the Tariff Commission and 
the executive branch of the Government would feel constrained to use that 
remedy if the facts warranted it. The record indicates, however, that the execu- 
tive branch of our Government has pledged itself under GATT not to establish 
any import quotas. Such a commitment in effect would seem to mean that the 
possible remedy of import quotas as set up by the Congress under section 7 (a) 
of the Trade Agreements Act is not to be used in practice no matter how serious 
an injury a domestic industry can prove that warrants the imposition of im- 
port quotas. The strong opposition to OTC by industry during the last session 
of the Congress can be largely accounted for on the score that we are convinced 
that commitments to GATT will in practice be given priority over the will of 
Congress, as expressed in the Trade Agreements Act, if the two are in conflict. 
The administration of the import quota provision is a glaring example of just 
that. 

Another example of what I believe represents maladministration of the Trade 
Agreements Act occurred when the President increased the duties on imported 
watch movements and parts thereof. As a result of this action, Switzerland 
had the privilege of being compensated for the withdrawal of the concession 
on watch movements granted to her by the United States under the bilateral 
trade agreement of 1936. Since Switzerland had undoubtedly granted to the 
United States under that agreement concessions in duty on certain American 
products in return for the concession in United States rates of duty on Swiss 
watch movements, one would assume that the natural thing to expect was that 
Switzerland would be allowed to withdraw the concessions granted to the United 
States on those products at the time the agreement was negotiated. 

Instead, the State Department ruled that Switzerland could be compensated 
for the withdrawal of the concession on watch movements by granting her 
concessions on other products she exports to the United States. As a result 
of this ruling, Switzerland applied for and was granted a number of concessions 
on various products. Aside from the question as to whether this action con- 
forms to the intent of the Congress, the legal validity of this action becomes 


; all the more doubtful in terms of its effect on those domestic industries affected 


by the reductions in duties on those other products. 

From the broader aspect of the economic value of the trade agreements pro- 
fram it would be most interesting to have this committee determine whether 
concessions originally granted by other countries to the United States have been 
circumvented by such devices as import licenses, quota restrictions, currency 
manipulation, and similar devices. The purpose of such a study would be to 
determine whether or not there has been true reciprocity in the trade-agreements 
Program in the sense in which the Congress intended. The justification for the 
further extension of the Trade Agreements Act must rest in part on an affirma- 
tive finding in that respect. Likewise, a continued delegation to the executive 
branch of our Government of its existing authority under the Trade Agreements 
Act must be on the basis of a finding by this committee that the administration 
of the act has been fair and has followed the intent of the Congress. The in- 
Stances cited in this statement and other testimony given before this committee 
should go a long way to prove that the executive branch of the Government has 
hot adhered to the intention of the Congress as set forth in the Trade Agreements 


Act. 
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On the basis of the record we strongly recommend that our foreign trade pol- 
icy be revised so that the vital interests of such important industries as the 
textile industry be given fair and adequate consideration. We further recom- 
mend that the escape-clause procedure and the determination of serious injury 
be made by an independent agency only subject to review by a competent court 
of law, if review is deemed necessary. In our opinion these changes will go a 


long way to convince industry in this country that it is not being sacrificed by 
arbitrary executive edict. 


OcrToser 8, 1956. 
Hon. HAte Bocas, 
Chairman of the Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, House Office Building, Washington, D. C. 


Dear Sir: We appreciate the opportunity to express to you and your committee 
some of our views regarding the competitive textile imports and the problems 
which increased Japanese competition in our home markets has created. 

The textile section of the New York Board of Trade is comprised of 82 mem- 
ber companies with offices in New York but with plants running from the New 
England area into the deep South. Cotton processing and cotton fabric produce. 
tion are of major interest to our membership. In addition, we are interested 
in the cutting and fabrication of finished articles, in various items of wearing 
apparel and numerous other uses both in the home and in the industrial field. 

Various textile companies and associations have in the past few years pre 
sented to congressional committees and to the Tariff Commission statements 
and testimony regarding the industry and its problems. These presentations 
have included, among other things, considerable statistical data relative to em- 
ployment, investment, profits, production, and import statistics. This data is 
available in the printed records of the hearings of the House Committee on Ways 
and Means and the Senate Finance Committee regarding various aspects of 
foreign-trade legislation such as the trade-agreements extension acts, the cus- 
toms simplification bills, and the more recent measure, H. R. 5550, which would 
have provided for United States membership in the Organization for Trade Co- 
operation. Similar data has been presented from time to time to the Tariff 
Commission and the Committee for Reciprocity Information for their investi- 
gations and studies preceding trade-agreement negotiations and in more spe 
cific fields to the Tariff Commission in connection with escape-clause applications. 
It might be noted here that three applications are now pending before the Tariff 
Commission asking for relief under the escape-clause provisions. These cases 
involve velveteen fabrics, cotton pillowcases, and gingham cloth. 

It is not our purpose here to attempt to repeat all of the information and 
data which is already a matter of record. Rather, we would like to explain 
briefly the various segments, which when put together, comprise the overall 
textile industry and some of the more important factors which contribute to 
what we firmly believe to be an unfair and injurious competitive situation. It 
has often been said, and statistically it can be shown, that the volume of Japanese 
imports comprise only a small percent of the total domestic production. This 
may be true when all segments of the textile industry are considered as a whole 
However, this principle seems to us to be completely unreal. It would be just 
as logical in our opinion to say that the multibillion dollar chemical industry 
would not suffer injury if it were to lose a substantial portion of its domestic 
market to foreign dye and dye intermediate producers simply because that por- 
tion of the chemical industry represents a relatively small percentage of the 
overall. 

As examples of the impact of imports on segments of the textile industry as 
against the use of the overall average of 114 to 2 percent of the total United 
States textile production of various kinds and qualities, we wish to note that 
in 1955 the domestie production of cotton velveteens was 4,245,000 yards 
Japanese imports alone in this type of fabric in 1955 were 5,754,000 yards or 

35 percent of the total United States production. Further, in this segment 
of the textile industry alone the voluntary quota proposed by the Japanese for 
1956 will still be over 100 percent of the total United States production for 
1955. 

The proposed Japanese voluntary quota in gingham yard goods for 1956 equals 
about 28 to 30 percent of the total United States production of gingham fabrics. 
In gingham fabrics the Japanese shipments to the United States for only the 
first quarter of 1956 equaled about 48 percent of the entire United States pro- 
duction for the whole year of 1955. The preceding figures deal with fabrics 
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only and not with finished articles. If the yardage of cloth in finished articles 
were included in the above figures the ratios would be considerably higher. As 
an example, Japanese cotton blouses shipped to the United States in 1955 were 
equal to about 3344 percent of the total United States cotton-blouse production. 
The above figures illustrate how import drives on particular segments of the 
industry result in serious injury which would not even be suspected when total 
imports are compared with total production in all of the different segments 
combined. In this connection it should also be remembered that statistics avail- 
able show only those shipments of goods imported directly from Japan. They 
do not include shipments of fabrics and finished articles of Japanese origin 
which are imported by transshipping and perhaps fabrication in other foreign 
countries before ultimate shipment to the United States. Such shipments 
would not only be over and above the figure shown, they would also be over 
and above the voluntary quotas set by Japan on exports direct to the United 
States. Neither do the figures include any data relative to foreign export mar- 
kets lost by United States producers in competition with Japan in various 
foreign countries. 

We feel that the measure of injury and threat of future injury must be con- 
sidered and reviewed in the light of effect on particular segments and, in the 
case of the textile industry, the relationship of one segment to another is most 
important. It is important also to other distinguishable industries whose busi- 
ness is affected. For example, the chemical industry supplies chemicals such 
as bleaches and dies to the textile industry. Every textile importation, depend- 
ing upon its degree of advancement, in condition, affects some other branch 
or branches of our Nation’s economy. In other words, it may be said that 
whatever adversely affects one segment of our economy directly also affects, 
either directly or indirectly, other segmerts which go to make up the whole 
economy of the country. 

A shutdown or layoff in a mill town has an immediate and direct effect on 
all of its inhabitants. The loss of business to the management, the loss of work 
to the employees and curtailed spending will be felt immediately by every mer- 
chant, banker, and contractor in the area. For purposes of study the cotton 
textile industry might be broken down to the following segments: 

1. The cotton grower and ginner; 

2. Fiber spinning; 

38. Weaving and production of raw fabrics; 

4. Fabric processing (finishing, dyeing, printing, etc.) ; 

5. Cutting and fabrication of finished articles; 

6. Other industrial uses such as plastic-coated fabrics, or impregnated 
fabrics for industrial uses which in turn are fabricated into finished articles 
of various types. 

Imports have their effect on all of the mills and plants concerned with the 
production of cotton fabrics up to the identical point of advancement of the 
imported merchandise. It may be well said that processing and fabricating 
segments of the industry are not affected when they import material and carry 
it forward. If the problem were to stop there it might be that the industry 
as a whole could adjust itself to the circumstances and still carry on profitably 
by concentrating on the special or quality materials to keep their machines 
reasonably occupied and to assure a reserve of equipment which the country 
could fall back upon in case of a grave emergency, which might arise and cut 
off the source of supply. However, the problem does not stop there. The in- 
crease in competitive imports has moved from low quality to the better quality 
fabrics and from the unfinished to the finished fabric ready for cutting and 
fabrication into the finished article. These changes do not represent the end, 
either. The volume of imports in the form of finished articles and other items 
has also increased down the line as indicated by the following extract of a 
message from Representative John J. Flynt, Jr., Democrat, of Georgia, to the 
Chairman of the Tariff Commission : 

“T am reliably informed that imports of cotton velveteens increased from 
64,000 square yards in 1954 to 5,754,000 in 1955. Imports of cotton sheets and 
pillow cases increased from 1,322,000 in 1954 to 11,726,000 in 1955 and this present 
rate of increase over 1954 is continuing into 1956. Cotton wearing apparel 
increased in dollar volume from $1,315,200 in 1953-54 to a projected dollar volume 
of $44,055,600 in 1956. Imports of handkerchiefs increased from 139,200 dozen 
in 1953-54 to a projected figure of 1,208,400 dozen in 1956. Overall imports 
of cotton cloth into the United States increased from 30,666,000 square yards in 


1953 to 99,534,000 square yards in 1955 and a projected figure of 243,756,000 
square yards in 1956.” 
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The competitive situation, which grows steadily worse in the various seg- 
ments of the industry, not only tends to halt plans for expansion, but actually 
discourages the mill operators planning investment for replacement equipment 
or modernizing obsolete equipment. In short, the investment risk is too great 
and the margin of profit too small to justify a risk of capital in plants and 
equipment which may all too soon be completely idle. It has been estimated 
that the cotton-textile industry has to earn a minimum of about 6 cents on 
every dollar of sales to keep itself in a barely satisfactory condition. The 
industry is not meeting this minimum and can never hope to do so in the face 
of imports which sell for less than cost of production in the United States. 

In brief, we feel that the crux of the matter is that the Japanese textile indus- 
try occupies an insurmountably advantageous position over the United States 
textile industry for reasons which are beyond the control or remedy of the domes- 
tic producers and which can be adjusted to the extent required by this domestic 
industry only through the good offices of Government action. There are five 
general categories involved in establishing the cost of cotton goods, to take 
one division of textile production as an example. These are: 

1. Raw material cost——Under normal conditions Japan can buy our American 
cotton delivered by ocean freight to their seaport mills at approximately the 
same cost as our domestic mills, largely inland, can receive the same cotton 
delivered. Under present conditions with our Government subsidizing disposal 
abroad of American-grown cotton, foreign textile producers in general and 
Japan in particular, can purchase our cotton at prices ranging around 20 percent 
(approximately at least 6 to 7 cents per pound) below prices paid for the same 
grade of cotton delivered to American mills. 

2. Efficiency of plant.—There is some belief among those not closely in touch 
with our problem that American mils and machinery are vastly more efficient 
than their Japanese counterpart. It is, in truth, the other way around. By 
far the greater part of Japan’s textile machinery has been renewed since the 
war for much of it was destroyed by bombing and for scrap metal and has been 
replaced at the expense of the United States either by means of foreign aid, Amer- 
ican machinery delivered, or American money paid to Japanese machinery pro- 
ducers. As a result of this “good fortune out of misfortune” for Japan they have 
virtually completed a modernization program which mills of this country are 
still working out laboriously and piecemeal because of our low profit return 
status. 

3. Interest on plant investment.—Per unit cost of Japan’s investment is esti- 
mated at probably one-half to two-thirds of ours, with proportionately lower in- 
terest on investment to be included in cost. 

4. Efficiency of personnel.—While this has not reached the level of American 
trained textile workers, the Japanese are known to be clever, adaptable, and 
potentially highly efficient operators and there is no substantial nor longtime 
protection in any mild current disparity between the Japanese operator and the 
American operator. (Estimated at about 11 to 10.) 

5. Direct labor costs.—Here Japan enjoys the most unbeatable advantage over 
us as among the five categories and while the differentials in the other categories 
of cost breakdown would be enough to make a straight competitive basis in all 
probability completely impossible, here the spread is so great as to pinpoint the 
American industry’s need for help. The Japanese textile worker’s average hourly 
pay is very closely approximated at 14 cents whereas the United States textile 
worker’s average hourly pay is again very closely approximated at $1.40 an hour. 
Our direct labor costs are 10 times that of the Japanese textile manufacturer. 
And, this in an industry where labor represents between grey goods and com- 
pleted wearing apparel anywhere from 25 to 50 percent or more of the cost of the 
finished item. Further, American mills are facing increased labor costs with im- 
minent increases of 10 cents per hour being negotiated. 

We know of no way through our own efforts to equalize in any significant de- 
gree these cost advantages enjoyed by our foreign competition and we see no 
natural barrier under the above-described cost conditions to foreign assumption 
of our entire United States textile industry or so great a portion of it as to con- 
stitute a serious or fatal defect in the event we are forced in the future to wage 
war. 

As to relative size, Japan has a fast-growing cotton textile industry of over 
8 million spindles, all new, as against our own 21 million spindles, over 10 million 
of which are 20 years old or more and only 4,000 10 years old or newer. 

We have concerned ourselves largely with Japanese competition which does 
present the main problem. However, it should be noted that Japan is not the 
only one making a bid for the American market. India is now. offering com- 
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petitive fabrics produced and sold under conditions and terms comparable gen- 
erally to the Japanese situation. For example, one mill president displays a 
piece of cotton duck of a width and weight representing the biggest volume of 
his standard items. This sample of cloth is produced in India today and is 
currently being purchased and used in volume in Canada, and in an industry 
where an order is lost at a difference of one-fourth cent a pound. This Indian 
product is selling at 9 cents a pound below his break-even price. This figure is 17 
percent below his cost, in a tight competitive market where a difference of even 
5 percent would mean the eventual shutdown of his operation and the loss of a 
payroll running between a million and a million and a half annually in a small 
Georgia town. 

As the foreign competition grows in the various segments of the cotton-textile 
industry and as the emphasis changes in different fabrics, grade by grade, volun- 
tary quotas such as announced by Japan do not begin to meet the problem. To 
begin with, the quotas on an annual basis are larger than the record year of 
imports. Next, greater emphasis has been placed on semiprocessed or fully 
processed fabrics. This in turn has been followed by greater emphasis on finished 
textile articles. The stage has now been reached where American producers can 
buy grey goods or even finished fabrics from Japan at lower prices than they 
can produce goods of like quality in their ewn plants. The net effect is that we 
are then importing fabrics and exporting labor. 

That the textile industry is essential to the Nation’s economy and well-being 
goes Without question. The question is how much further we can permit this 
trend to continue. As noted above, ample evidence has been presented pointing 
out those segments of the industry which have already been hurt and those which 
stand threatened. 

We feel that what is needed is a review of our whole foreign-trade program. 
The textile industry is not opposing the expansion of foreign trade as an objec- 
tive. We do, however, question seriously the methods which have been adopted 
to promote the objective. It is our feeling that before this country goes further 
in negotiating any agreements and reducing tariffs further, either by agreement 
or in the name of customs simplification and before we accept membership in new 
organizations such as the proposed Organization for Trade Cooperation, that the 
impact of the trade-agreements program should carefully be reviewed and 
weighed in the light of such benefits as we may have received as compared with 
the objective of opening the channels of international trade. We should look 
closely to see just what trade barriers have been eliminated, not only barriers 
against United States dollar exports but barriers between the various coun- 
tries themselves. Let us be sure that the complicated maze of multilateral agree- 
ments and the equally complicated provisions and rules of GATT itself as an 
agreement have truly contributed to the extent claimed in helping to promote 
trade and maintain international relations. No real measure has yet been made 
if what may directly be credited to the General Agreement on Tariffs and Trade 
as compared to what would have happened in the field of international trade in 
just the natural course of events as the world recovered from the effects of world 
rar and as the economies of various nations recovered and improved through 
heir own efforts and through such organized assistance as the Marshall plan. 

Relatively little has been said about the textile export market. However, the 
extile industry of the United States feels the impact of foreign competition 
u this area also. No discussion of the competitive situation would be to com- 
lete without taking notice of the export field. Each export sale lost is as 
much of a loss to domestic industry as an equivalent sale in the domestic mar- 
‘et. Immediately following World War II there was, of course, a tremendous 
xport market for the products of most American industries. The war ex- 
‘austed supplies, foreign aid as well as commercial shipments all contributed to 
‘vast outpouring of American-made goods to all parts of the world. In the field 
i cotton cloth alone, the demand seems to have reached its peak in 1947 when 
ne billion four hundred seventy-four million and some odd thousands square 

ards of cotton cloth alone was exported from the United States. Admittedly, 
his was an abnormal year, but from then on the decline was quite rapid. 
the following table shows the cotton cloth exports from the United States year 
'’ year, beginning in 1947 and ending in 1956. We wish to note that the figures 
tom 1947 to 1954, inclusive, are Bureau of Census figures while the 1955 figures 
int 1956 (which is a projection based on the first 4 months) were compiled by 


he Textile Export Association. The figures are given in millions of linear 
(iare yards. 
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Total cotton cloth exports of the United States by years 


{Million square yards] 
Exports Exports 


As may be seen from the above, the export volume is only a little more than 
one-third of the 1947 high. 

Thus far we have confined ourselves largely to the cotton textile industry. We 
wou'd like, at this point, to comment on the synthetic fiber and fabric fields 
While the threat of injury to the manmade fiber industry has been longer in 
developing, the pattern which has been established to date indicates that this 
segment of the textile industry is facing the same trends as those which have 
already developed in the cotton textile industries. 

Since manmade yarns compete with cotton in most end uses, any development 
which affects the price of cotton fabrics and garments will be felt by these con. 
panies, which produce or process these yarns. These companies would includ 
fiber producers, textile mills, and garment makers. 

Japan bas the same labor cost advantages over the United States in produ. 
ing synthetic yarns and products as it has in producing cotton products. For. 
tunately, at the moment the general level of United States tariff protection is 
higher for synthetic textiles than cotton textiles; but with newly authorized 
reductions and the passage of the Customs Simplification Act of 1956, which 
will probably reduce valuation for customs purposes, we feel less sure that such 
a differential will exist in the future. An example that can be cited even nov 
to illustrate the threat of imports to the synthetic industry is the case of Jap 
anese fish netting being imported into this country to sell for $2.25 per pound (in- 
cluding duty) while the domestic price is $4. Concern is increased when we 
lock at the tremendous growth, both actual and planned, in the synthetic in. 
dustry located abroad. This growth is demonstrated by the following table: 


Japanese production and capacity of synthetic fibers 


| Rayon and acetate 
filament yarn Noncellu- filament yarn Noncellu- 
losic (ex- lnsic (ex- 
cludes glass cludes glass 
Million | Staple fibers) Million | Staple fibers) 
pounds 


Rayon and acetate 


1 Capacity. 


Source: Textile Organon, June 1956 issue, (The Textile Organon is the official publication of th 
United States Rayon and Acetate Producers’ Group.) 


We believe that Congress should examine the operation and administratio 
of such protective legislation as the escape clause and the Antidumping Act. We 
believe that as such studies and investigations are made, and they should 
made promptly, Congress will then be in a position to enact with enlightene 
sued judgment such corrective legislation as the facts and circumstances wil 
ndicate. 

We would like to suggest specifically that Congress consider legislatio 
strengthening and more clearly defining the measures we already have whic 
were designed and intended to protect American industry from unfair com 
petition and to correct such errors as have been made or might be made in th 
granting of concessions in the course of negotiating trade agreements. 

Probably the most difficult of all problems which arises in the administratio 
of the various flexible provisions of our Tariff Act and the Trade Agreements 
Act is the determination of what constitutes injury or threat of injury. 
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In the administration of the Antidumping Act, it is relatively easy to estab- 
lish whether or not merchandise is as a fact being sold for export to the United 
States at less than its fair market value, but to establish to the satisfaction of 
both the Tariff Commission and the executive that injury is threatened or has 
occurred seem to be almost impossible. 

In the administartion of the escape-clause provisions here again the deter- 
mination of injury appears to be an almost insurmountable barrier. 

In hearings prior to the negotiation of trade agreements, the Tariff Commis- 
sion and the Committee for Reciprocity Information hold public hearings to 
determine peril points; in other words, to determine the point to which tariffs 
can be reduced without injury to the American industry concerned. 

In the Unfair Trade Practices Act injury again must be determined as a 
prerequisite for obtaining relief and this notwithstanding the fact that imports 
may be an actual violation of the patent rights of domestic manufacturers. It 
may be said, quite properly, that the patent owners or their licensees may have 
the right to sue for damages in the patent courts. However, such litigation is 
long and expensive and generally beyond the means of any but the larger and 
wealthier corporations. The heavy expenses and time consumed in prosecuting 
a patent infringement suit could amount to far more than the damages involved 
or which might be collected. In fact, a small business might be bankrupted 
before relief could be obtained in this manner. 

In the Customs Simplication Act, enacted into law this year, the definitions 
of value were substantially amended. The act was amended by setting down 
new definitions for the meaning of such well-established words and phrases as 
“the ordinary course of trade,” “principal market,” “purchaser at wholesale,” 
and “such or similar.” The amendments also excluded specifically for the pur- 
pose of customs appraisement any consideration of purchases at the retail 
level. The net result of the amendments in the Simplification Act is to reduce 
still further the duties which have already been reduced through the authorized 
trade agreements. All of this will mean that unless some steps are taken legis- 
latively, new and different standards for measuring values will make it more 
difficult to establish injury in the face of new and lower bases of value. This 
will apply particularly to the Antidumping Act where not only injury must be 
shown but sales below the prescribed measure of value must be proven. In 
other words, how can a domestic manufacturer apply for relief by way of dump- 
ing duties when the importer is legally declaring export valués as prescribed by 
law? 

We feel that the definition of injury can be defined in a fair and equitable 
manner for the determination of dumping duties. We also feel that either the 
same or a similar definition of injury can be established for the purposes of 
analyzing the other flexible provisions of the Tariff Act. Such definitions would 
probably call for a still further amendment of the newly adopted definitions 
in the Simplification Act. It may be quite practical to establish definitions of 
injury and other words so that they may be used in common in the administra- 
tion of not only the Antidumping Act but of the escape-clause, peril-point, and 
unfair trade practices as well. The adoption of such definitions would reduce the 
number of complaints filed, provide a standard which the Tariff Commission 
could use as a measure first to determine the fact and second to determine the 
amount of relief which would be granted. It would then bé uwnmecessaty to 
burden the office of the Executive with a reexamination of the Tariff Commis- 
sion’s investigations and the burden of making a final decision as to whether or 
not to accept them. It would have the effect, too, of placing the foreign exporter 
on notice, in advance, that there is a point in each industry which we will insist 
on protecting efficiently operated competitive industries in the United States. 

Legislation along the above suggested lines would not be in violation of our 
trade agreements commitments. As a matter of fact, dumping is condemned 
by GATT and it is recognized that relief should be granted against such unfair 
methods. GATT also provides for the use of escape-clause procedures, the 
protection of industries necessary for defense or national security, and for the 
relief of industries which are seriously injured as a result of trade agreements 
concessions. 

If the textile section of the New York Board of Trade can be of any assistance 
to your committee or to the members of the main House committee in studying 
these problems, we will be very glad to cooperate to the fullest extent possible. 

Respectfully submitted. 

TEXTILE Section, New Yor« 
Boarp or Trap¥, INc., 
3y J. Morton Curran, Jr., 


Chairman, 
83979—56—pt. 3——21 
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AMERICAN COTTON SHIPPERS ASSOCIATION, 
Washington, D. C., September 25, 1956. 
Hon. Hate Boaes, 
Chairman, Subcommittee on Customs, Tariffs, and 
Reciprocal Trade Agreements, 
House Ways and Means Committee, Washington, D. C. 


Dear Mr. CHAIRMAN: Pursuant to your recent announcement there is enclosed 
in quadruplicate a statement of the American Cotton Shippers Association with 
respect to the foreign-trade policies of the United States. It will be appreciated 
if it is included in the record of your hearings on this subject. 

In a sense it is emphasizing the obvious to restate the importance of an ex. 
panding world trade to cotton prosperity. We have not attempted to cover the 
statistical features since the reports of the Department of Agriculture in The 
Cotton Situation and other such information are available to your staff. 

If there is any particular respect with reference to raw cotton in which we 
cen be of assistance to the committee or the staff, we shall be glad to hear from 
you. 

Yours sincerely, 
JOHN C. WHITE. 


STATEMENT OF THE AMERICAN COTTON SHIPPERS ASSOCIATION ON FOREIGN TRADE 
PoLiIcy 


The American Cotton Shippers Association is a national trade organization of 
cotton merchants and exporters whose job it is to merchandise cotton from the 
cotton farms to the consuming mills in this country and in foreign markets. 
The men engaged in this export trade have generally spent their entire lives in 
it, both because the handling of cotton itself is complicated, and because deal- 
ing with customers in foreign consuming countries and the intricate trade and 
credit conditions encountered require constant study and long experience. 

From the very institution of the reciprocal trade policy the American Cotton 
Shippers Association has supported it strongly. The individual members have 
seen and felt the full impact of high tariff rates and restrictive trade practices 
which contributed to the depressed world economy in the thirties when exports 
of 5 to 8 million bales of cotton were made at prices of 5 to 10 cents a pound. 

At the annual convention of the association in Dallas, Tex., in April 1956, 
the attached report of the committee on national affairs was adopted by the 
membership. It contains the latest expression of the views of the association 
and we refer you specifically to paragraphs 10, 11, and 12 of the committee 
report. 

The only real chance for an acreage and production that will reasonably 
content the American cotton farmer lies in the continued expansion of world 
trade. Ingenious men have devised all sorts of artificial programs designed 
to improve the relative position of the cotton farmer, but cotton has done 
as well as it has only because of the expanding domestic economy to which 
an expanding foreign trade has made an essential contribution. Artificially 
pegged prices have hurt domestic consumption and with stocks accumulating 
in CCC hands were virtually destroying export sales except for immediate 
consumption for which foreign cotton was not available. 

It doesn’t take an economist to figure the importance of the foreign market for 
United States cotton, nor the possibilities it offers for the future if we pursue 
trade policies designed to expand world commerce rather than restrict it. With 
21% billion foreign consumers, use of a single additional pound of cotton per 
eapita furnishes a demand for 5 million bales of cotton, and as foreign economic 
conditions improve, a very welcome addition to United States cotton exports 
production, and acreage is possible. 

Opposite policies can as easily have the opposite effect of depriving American 
cotton farmers of any foreign market for United States cotton. No responsible 
farm leader believes the cotton farmer can prosper on a domestic market only, 
and yet restrictive trade policies which burden foreign customers can prevent 
their purchases just as surely as the artificially high prices we attempted to 
maintain were doing. Any Representative from a cotton-producing area knows 
just what sort of farmer revolution would result if acreage allotments were to 
be cut another 3314 percent from the existing level of less than 18 million acres. 

Among the possible foreign customers for cotton and cotton goods are hundreds 
of millions of people under Communist domination. Obviously the members of 
this association have neither the information nor the capacity to evaluate the 
security purpose served by the present embargo on shipments of United States 
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cotton to this area. On its face it seems silly that Mexican cotton can move 
freely through United States ports to destinations in Poland, but that no United 
States cotton will be licensed if it is obtained from CCC or substituted for CCC 
cotton under the export program. Since the CCC export program results in an 
export and world price level some 8 cents below our domestic level, there is an 
effective prohibition of United States exports to any Communist country. This 
policy is maintained in spite of the inescapable fact that competitive cotton is 
available at the world price and that cotton is not on any list of strategic 
commodities. 

This restrictive practice, so far as United States cotton exports is concerned, 
is obviously a minor facet of the whole picture of economic relations with so large 
a portion of the world population, and we think it is time those relations should 
be considered from a practical economic view as well as from a political and 
emotional standpoint. 

Except to the extent embodied in the report of its committee on national affairs 
approved at its annual convention, the association, whose primary experience is 
in exports, not imports, has little to contribute on the specific items (@) to (g) 
listed in the subcommittee announcement of hearings. With their interest in 
exports, members are obviously concerned that none of these provisions should 
be utilized for restricting imports needed to pay for United States cotton exports, 
except as the real interests of the United States may require. 


REPORT OF THE COMMITTEE ON NATIONAL AFFAIRS 


Adopted at the 32d Annual Convention of the American Cotton Shippers 
Association, Dallas, Tex., April 27, and 28, 1956 


The board of directors of this association adopted on December 3, 1955, a 
report of this committee setting out the following as the long-term objectives 
to which any cotton program should be directed : 

(a) To return to the growers as early as possible complete freedom in the use 
of their land ; because this freedom is a basic right of the free citizen and because 
itis a prerequisite of efficiency and economy of production. 

(b) To restore United States cotton to a position in world markets, both 
domestic and foreign, competitive with other growths of cotton and, insofar as 
possible, with synthetic fibers. 

(c) Gradually to dispose of stocks of cotton held by the CCC without dis- 
rupting domestic and foreign markets. 

(qd) To preserve the principles of individual initiative and competitive 
private enterprise in the growing and distribution of the cotton crop. 

(e) To maintain producers’ income at a fair level compared to the cost of pro- 
duction by efficient farmers. 

(f) To safeguard the productivity and fertility of our soil. 

(9) To encourage the production of those qualities of cotton which are in 
greatest demand in consuming markets. 

(h) To aid marginal farmers, or farmers producing unwanted qualities of 
cotton, to grow other kinds of cotton or to help them in their transition to other 
types of farming or to other occupations. 

(i) To keep for the benefit of growers, distributors, and consumers the 
hedging facilities of the futures markets. 

(j) To make our cotton program sufficiently definite so that consumers of 
United States cotton will have confidence to proceed with the long-term planning 
which is a necessary part of the successful manufacture and distribution of 
textiles. 

(k) To avoid measures which would be contrary to the spirit of liberalized 
international trade and damaging to the economy of friendly nations. 

(1) To increase consumption of cotton and cotton products through expanded 
programs of research and promotion. 

It was and is our belief that legislative, administrative, and industry pro- 
Posals should be analyzed with these objectives in view, and should be sup- 
ported or opposed as they proceed toward the objectives or away from them. 
Based on such policy, this committee and the officers and directors of this asso- 
ciation have taken the following actions: 

1. We have consistently opposed 90 percent rigid loans, unrelated to supply 
and demand, as dangerous to both domestic and foreign markets for United 
States cotton and to the continuing income of the producer therefrom. 

2. We have favored the flexible-price-supports provision of the present agri- 
cultural act because it gives some recognition to supply-demand relationship 
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and because it permits, for the present at least, an adjustment of price supports 
toward a level more competitive with foreign growths and synthetic fibers. 

8. In order to permit cotton to move freely into consumption, we favor the 
use of direct payments to farmers rather than a loan program. 

4. We have recommended that the average of the crop, or Middling 1-inch 
cotton in conformity with the futures contract, be made the basic quality for 
the loan, and that realistic commercial differences be applied to other qualities, 

5. We have approved soil-bank payments to producers for a further voluntary 
reduction of their allotted acreage, in order to reduce surplus stocks of cotton 
more rapidly without disrupting domestic and foreign markets while protecting 
the producer’s income. 

6. We have opposed all two-price systems, whether through an export-sales 
program, a cash subsidy, or any other system that makes United States cotton 
available cheaper to foreign mills than to our domestic mills, because such 
systems ignore and penalize our most important customers and because they 
eonflict with overall efforts to increase the level of international trade and offer 
little prospect of real accomplishment. 

7. Facing a continued export-sales program in spite of our opposition, we 
have urged that a cash export subsidy be substituted, to avoid channeling all 
export cotton through the CCC, destroying the position of the trade engaged in 
the gathering process, and dealing further damage to the cotton futures markets. 

8. We have urged the maintenance of a spread between CCC support and 
sales prices sufficient to protect the marketing system and the futures markets. 

9. Upon every occasion, but with indifferent success, we have urged the neces- 
sity of definite announcement of Government programs and price intentions 
upon which foreign and domestic mills and shippers serving them can rely, if 
the movement of surplus cotton into the market is to be promoted. 

10. We have supported the sale of cotton, which is not a strategic commodity 
on anybody’s list, to Iron Curtain countries insofar as compatible with national 
policy. 

11. We have supported H. R. 5550, providing for establishment of an official 
Organization for Trade Cooperation, to obtain for American industry the recipro- 
eal benefits provided for them under the reciprocal-trade-treaty policy, and 
H. R. 6040, designed to simplify uselessly burdensome customs rules, procedures, 
and classifications. H. R. 6040 has passed the House and is pending before 
the Senate Finance Committee. H. R. 5550 has been reported by the House 
Ways and Means Committee. 

12. We believe that, limited to the period of any two-price system, it will be 
necessary to provide an equivalent subsidy upon the exportation of textile 
products and an equivalent tariff, or industry-agreed quota, approved by the 
respective governments, upon the importation of competitive textile products 
and synthetic materials. 

13. We supported S. 2170, providing for the substitution of cotton under CCC 
sales programs effective after the end of the present season. The 1956-57 pro- 
gram so provides. 

14. We have supported the eligibility of cotton purchased under any export- 
sales program for payment under Public Law 480. The new program so pro- 
vides. 

15. We have urged the publication of the fullest possible information re- 
garding sales made by the CCC under its export-sales program. Sales and the 
general level of prices have been published promptly. 

16. We have worked to obtain for the private cotton trade and the producers 
they serve equality of rights and privileges with competitive cooperative mer- 
chandising agencies under the CCC loan program, including the right to remove 
individual bales from CCC note lots, and we have cooperated with the public 
information committee and the NTEA to secure equality of taxation burdens. 

Unless this convention shall otherwise instruct us, this committee will continue 
to analyze new legislative and administrative proposals in the light of the ap- 
proved long-term objectives, and to support the positions stated upon the spe 
cific issues mentioned, unless changed conditions persuade the directors that 
modification is necessary. 

Respectfully submitted. 

Burris C. Jackson, chairman; Mare Anthony, C. L. Andrews, R. M. 
Blankenbeckler, A. M. Crawford, Sr., E. F. Creekmore, R. L. 
Dixon, William D. Felder, Jr., Lamar Fleming, Jr., A. E. Hohen- 
berg, J. E. Joiner, Harris L. Kempner, Allison H. Pell, Sr., Leon- 
ard Read, Jr., Charles W. Shepard, Jr. 
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THE NATIONAL GRANGE, 
Washington, D. C., October 15, 1956. 
Mr. Leo H, Irwin, 
Clerk, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, House Ways and Means Committee, New House Office Building, 
Washington, D. O. 


Dear Mr. Irwin: Because I am on temporary leave from the National Grange, 
I was unable to appear before your committee. I am, however, sending you a 
statement which I prepared on the subject which your committee considered 
at its recent hearings. 
As I understand, the record will be kept open until October 15. I respectfully 
ask that this statement be included in the record of the hearings. 
Sincerely yours, 
Lioyp C. Hatvorson, Economist. 


STATEMENT ON BEHALF OF THE NATIONAL GRANGE, BY Lioyp C. HAtvorson, Econ- 
OMIST, ON UNITED STATES ForEIGN TRADE POLIcy 


The interest of the National Grange in foreign-trade matters can be divided 
into three major categories: First of all, we are interested in a foreign-trade 
policy which promotes world peace and prosperity. Secondly, we are interested 
in maintaining and developing export markets not only for farm products but 
also for other American products. Thirdly, as consumers, we have an interest 
in world trade which not only broadens our choice in the selection of goods, but 
also may make products available to us at lower cost due to the comparative 
advantages that exist for production of certain products abroad. We also have 
an interest in the coordination of American foreign economic policy with our 
own domestic policy. This is more a matter of mechanics and procedure than 
one of objective. 


FOREIGN TRADE AND NATIONAL DEFENSE 


The National Grange recognizes the extreme importance of certain industries 
to the security of the United States. It is well recognized that a shortage of 
certain products, or inability to produce a sufficient quantity for our own needs, 
could greatly impair our national strength in event of national emergency. In 
planning for war emergency, however, we should not simply assume that we 
have to be self-sufficient in all of our strategic industries. We should determine 
the extent to which the free world would be stronger by economic cooperation 
and the extent to which our needs could be supplied in time of war by our allies 
of the free world. It should also be recognized that in some cases the mainte- 
nance of a nucleus of a strategic industry in this country might be sufficient, as 
it could expand very rapidly along with the entire war-mobilization effort. On 
the whole we believe it is very essential that the officials of our Government 
determine the minimum level to which we can allow essential industries to fall. 
We would favor adequate protection to maintain industries at the minimum 
level, consistent with national security. 


PROTECTION FOR AMERICAN INDUSTRIES 


While the National Grange has been a supporter of the reciprocal trade agree- 
ments program, it has consistently supported the idea of the peril-point pro- 
vision in the escape clause. We do not believe in abrupt changes in tariff poli- 
cies, which would bankrupt American industries, and liquidate the savings of 
many people who have put their life savings into them. We believe that the 
industries that are adversely affected by lower tariffs should be given time to 
gradually adjust to the production of commodities in which we have an ad- 
vantage in the world market. 

We are inclined to believe that industries which are protected, and which, 
therefore, create an extra expense for the consumers, while justifying some pro- 
tection, should not have so much protection that their profits become so high 
as to attract new capital and labor into the industry. Expansion of a protected 
industry should be made possible only for reasons of national defense. 

Complete freetrade throughout the world would mean that the economies of 
the world, or at least of the free nations, would tend to become integrated ac- 
cording to the laws of comparative advantage. This means that each country 
would tend to specialize in those products which it could produce the best, and 
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consumers the world over (or in the free world) would get the benefit of being 
able to buy products at the lowest possible prices available on earth, quality 
considered. Such integration of the economies of the world is not now politi. 
cally feasible, but we certainly believe that the United States should use its 
influence through international organizations and otherwise to maintain the 
world-trade pattern as close as possible to the realisms of economic efficiency. 


SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT 








The National Grange has been a strong supporter of section 22, because, with- 2 
out it, our agricultural programs in many cases would be frustrated by imports. o 
Agricultural technology is taking place at such a fast rate that we are not able i 
to bring about the necessary agricultural adjustments to reflect parity of price , 
or parity of income to farmers without the extra complication of also adjusting to 
imports. There are, of course, many agricultural products imported into this 
country, both complementary and supplementary, and this, we believe, is healthy. 

We do feel, however, that it would be very unwise to permit our agricultural of 
programs to artificially attract agricultural imports into this country. The ta 
United States cannot and should not support agricultural prices the world over. he 
fo 

COORDINATION OF AGRICULTUBAL POLICY WITH FOREIGN TRADE POLICY fo 

Because of the disparity in agricultural prices and income, it has been necessary i 
to have programs even for our export crops. This frequently means that the th 
domestic prices on these export crops are so high that we lose our normal share of 
of the world market in those commodities. We of the National Grange are of ea 
the opinion that it is very unwise to require the producers of export crops to is 
give up their normal share of the world market just because they have the bene- pe 
fit of a domestic program which raises the price above the competitive level. 

We do not want to become a residual supplier, nor do we want to artificially 
stimulate production abroad. There is no doubt but what there are many pro- 
ducers of our export crops—especially in the commercial areas—who can produce 
at competitive world prices and still have some addition to their income. tir 

To some extent this problem of remaining competitive on the world market Ww 
in the sale of our export farm products has been met by a subsidy. The wheat al 
agreement is an example of this, plus the fact that there has also been a sub- la 
sidy on wheat exports outside of the agreement. This procedure is certainly th 
preferable to losing our fair share of the world market. We feel that other pro- W 
ducing countries of the world have little to complain about, and that we can m 
maintain our economic respectability in the world under such programs so long tr 
as we do not disrupt the world market or try to get more than our fair, normal th 
share of the world market through the usage of subsidy. This is recognized ni 
even in GATT. be 

We of the Grange feel, however, that there might be even better ways in which 01 
we can keep the price of our export crops competitive in the world markets. th 
We favor a free market in wheat, which would make our wheat price competitive m 
on the world market, and we feel that the domestic program to increase the in- te 
come of wheat producers should involve certificates which the wheat processors to 
would have to buy, and which the farmers would receive as a supplement to their dt 
income. It is our opinion that such a program is adaptable also to other crops, 
such as rice, and, possibly, cotton. The imported wheat which would be milled @ 
would have to be covered by the certificates, but, of course, foreign producers 
would not receive certificates. The certificates could be looked upon as a proc- 
essing tax, and there is, of course, no international stigma attached to the ap- 
plication of Gomestic excise tax so long as there is no discrimination between 
domestic and foreign products. When we can devise agricultural program’ th 
which avoid the necessity of applying section 22 provisions, or of applying any mi 
kind of restriction on imports, we are in a stronger position in the world to ask 3 


for tariff reduction by other countries. 


DISPOSAL OF SURPLUS AGRICULTURAL PRODUCTS 


Our Government has been very successful in disposing of surplus agricultural 
products under Public Law 480 without unduly disrupting world markets. Cer- 
tainly, our surplus agricultural products should be used to relieve famine and 
hunger abroad, and, to the full extent possible, we should enlist major religious 
and welfare groups in using our surpluses to good advantage for the less fortu- 
nate people abroad. We favor direct trade of foodstuffs to Iron Curtain coun- 





ing 


iti- 
its 
the 


ith- 
rts. 
ble 


y to 
his 


ral 
The 
yer, 


ary 
the 
are 
> of 
; to 
ne- 
vel. 
ally 
oro- 
luce 


‘ket 
eat 
sub- 
inly 
pro- 
can 
ong 
mal 
ized 


hich 
ets. 
tive 
» in- 
sors 
heir 
‘Ops, 
led 
cers 
roc- 
ap 
veen 
‘ams 
any 
ask 


ural 
Cer- 

and 
rious 
yrtu- 
‘oun: 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1563 


tries, so long as it does not jeopardize our national security. We favor trading 
or bartering our surplus agricultural products for strategic raw materials. In 
connection with the point 4 program we feel that agricultural surpluses can be 
used for promotion of economic development. Food is capital, and it can be 
converted into producers capital. Such a program would probably be accom- 
panied by the extension of long-time credits. 

There are many hungry people in the world, and it is the belief of the Na- 
tional Grange that ways can be found in international trade to make it possible 
for us to trade with these people so that they can enjoy a more adequate diet, 
and with our getting something in return, and not only good will. To the ex- 
tent that we can devise trade policies which increase consumption no country 
is hurt, but the people benefit. 


OVERALL ECONOMIC VIEW 


It is important that the American people recognize that their high standard 
of living is due to a high output per man, and not due to a gimmick of price or 
tariff, quotas, or any other such device. The expansion of exports and imports 
has differential effects on employment and investments, which can be uncom- 
fortable in the industries that are protected and these difficulties certainly call 
for a temperate Government policy, and, possibly, explicit programs and ad- 
justment. We must, on the overall think in terms of full employment of the 
American people in those industries which have the highest output per man, and 
therefore the greatest advantage in the world market, rather than in terms 
of only so many jobs—which are, in effect, sacrificed to foreigners if we import 
commodities. It should also be recognized that our monetary and fiscal policy 
is far greater in regard to the question of maintaining full employment and pros- 
perity in this country, than any matter of trade policy. 


INTERNATIONAL ECONOMIC ORGANIZATION 


The National Grange strongly favors bilateral or multilatera! tariff reduc- 
tion. We feel that it would be unfortunate if we cut our tariffs unilaterally 
without seeking tariff reductions abroad as well. Reductions of tariffs abroad 
and other trade restrictions are especially important to farmers. Where multi- 
lateral tariff-reduction negotiations obtain for us greater concessions throughout 
the world than bilateral negotiations, we favor such multilateral negotiations. 
We are on record as being in favor of international organizations to administer 
multilateral trade agreements, but we do not favor any supra-national world 
trade organizations, which would make it impossible for our country to follow 
the kind of world trade and domestic policies which it might choose. We recog- 
nize the necessity of abiding by our own agreements. The agreements should 
be as flexible as possible to permit change when conditions change domestically 
or internationally. Our Government should continually strive to promote in 
the world such economic policy as will promote more free enterprise and free 
markets in the world and economic policies in the family of free nations which 
tend to promote and perpetuate an efficient production pattern and low costs 
to consumers. We should strive to establish a political climate which will re- 
duce the impetus for economic self-sufficiency by the free nations. 

Attached to this statement is a copy of the trade policies of the National 
Grange as developed at our annual session. 


FOREIGN ECONOMIC AID 


Many peoples in the world are undernourished and are not as productive as 
they should be. Foodstuffs are a form of capital that, in combination with 
human labor and intelligence, can be a basis of economic development in under- 
developed nations. We favor the use of our agricultural surpluses in our foreign 
economic aid programs to the fullest extent possible. 


FOREIGN TRADE POLICIES 


The National Grange will continue to be guided by its existing policies for the 
expansion of international trade. The National Grange favors implementation 
of the recent reciprocal trade agreements extension by multilateral negotiations 
and agreements, and an international organization to administer it. There 
should be adequate safeguards to insure reciprocal benefits and the final author- 
ity of our own Government in its own trade matters. 
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To move in the direction of freer trade—of modification of trade barriers—is 
clearly the general direction in which we must go if we are to make progress in 
providing the kind of economie and political conditions which will give the 
greatest promise of international peace. It is clearly a difficult road, however, 
and one that we must travel with caution and consideration. 

The expansion of world trade on a mutually benefiting basis is essential to 
producers of export crops and other farm commodities; in fact, to the economy 
of the Nation and the peoples of the world who seek to enlarge the areas of 
freedom and maintain peace. 

As long as we in the United States continue with policies that price our prod- 
ucts out of the world market, there is every reason to expect other nations to 
move in and attempt to take a larger, and ever larger, share of the market 
that once was ours. State trading, barter, and credit sales are among a few of the 
devices being employed to build foreign commerce in farm products at our ex- 
pense. And marshaled against the sale of our products, we find an increasing 
array of tariff barriers, import quotas, licensing procedures and restrictions on 
the use of local currencies. 

But these trade barriers and currency restrictions serve, too, to hamper that 
kind of development that would tend to make all people of all nations comple- 
ment each other economically. And they operate largely at the expense of Amer- 
ican farmers in terms of lost export markets. 

We will not be guilty of ruthlessly destroying the international market, even 
in the face of our present shrunken place in that market, but we will be com- 
petitive. That is what the Grange program means. And we firmly believe 
that such a program is a vitally necessary part of any sound American foreign 
policy. 

It is the policy of the National Grange to: 

1. Continue to work for a progressive and gradual reduction of international 
trade restrictions and the simplification of customs procedures, so that trade 
and commerce can be established and maintained on-a sound economic basis. 

2. Support FAO and the multilateral technical assistance program, but oppose 
all efforts to centralize control in the United Nations over (1) the work of the 
FAO and other specialized agencies, and (2) the funds for carrying out tech- 
nical assistance. 

38. Continue to support the IFAP and otherwise seek to strengthen the role of 
farmers in developing polncies for the welfare of the agricultural producers of 
the world. 

4. Favor the use of international commodity agreements when practical in 
expanding trade on a mutually beneficial basis. 

5. Favor a reexamination of the Buy American Act, in order to harmonize it 
with the general trade policies of the Nation. 

6. Explore the possible development of some tariff drawback plan. 

7. Urge that greater consideration be given agriculture by Government 
agencies dealing with trade matters in negotiations so as to assure farmers of 
fair and equitable treatment in all trade programs. 

8. Support policies designed to encourage, stimulate, and further the use of 
private trade channels in expanding and developing foreign trade in agricultural 
commodities, including the development of measures to provide adequate in- 
formation and other similar export services. 

9. Support policies to expand foreign trade through the use of surplus agri- 
cultural commodities to acquire increased amounts of strategic materials essen- 
tial to our national security. The materials purchased should be set aside and 
stockpiled and be made available for use only in the case of national emergency 
or for purposes of rotation to prevent deterioration. 


IMPORTED FISH 


Legislation is recommended to require labels on fish or fish products that are 
imported into the United States and later canned and sold in this country. Such 
labels to specify “Imported Raw Fish—Canned in the United States,” such 
identification to be in type no smaller than type used for name of canner, proces- 
sor, or packer; that imported canned fish also be identified as such on the label, 
stating name of the exporting country. 

We favor the establishment of a quota of not more than 25 percent of domestic 
consumption on importation of tuna and tunalike fish—raw, raw frozen, and 
canned. 
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INTERNATIONAL COMMODITY STABILIZATION 


We urge our Government to cooperate in international studies and discussions 
to develop international commodity stabilization plans consistent with full en- 
terprise. The delegate body at its 89th annual meeting urged the National 
Grange to make such studies and to support the best plan of achieving inter- 
national commodity stabilization, if it is consistent with our economic philosophy. 


INTERNATIONAL AGREEMENT AND COOPERATION 


We must make clear that any international agreement, which does not make 
provision for the fundamental right of a given people to afford needed economic 
protection in the domestic market, and at the same time permit the products 
of that country to be actually competitive pricewise in the world markets, would 
be interpreted by us to be an invasion of the prerogative that is ours in our own 
domestic affairs. 

It is proper, however, for international agreements and organizations to hold 
that a domestic program must not be the means for unlimited invasion of other 
markets. 

While we strongly endorse the multilateral negotiation principle, we believe 
that such international agreements as the prospective new General Agreement 
on Tariffs and Trade should make provision for the possible utilization of certain 
trade expansion devices on a strictly bilateral basis. It may be necessary to 
agree that bilateral concessions can only be made for short periods, but at the 
same time these bilateral concessions in themselves may very well prove to be 
the only mechanism by which the multilateral concessions of similar character 
can ever be evolved. 





STATEMENT oF OTIE M. Reep, WASHINGTON REPRESENTATIVE, NATIONAL CREAMERIES 
ASSOCIATION 


Mr. Chairman and members of the subcommittee, this opportunity to present 
to the subcommittee the views of the dairy industry regarding the subject matter 
of this hearing is greatly appreciated. 

My name is Otie M. Reed. I am the Washington representative of the National 
Creameries Association, which has its headquarters at 817 New York Building, 
St. Paul 1, Minn. My offices are located at 1107 19th Street NW., Washington 6, 
D.C. Our association is composed of several hundred local creameries and milk 
plants situated in North and South Dakota, Kansas, Iowa, Minnesota, Nebraska, 
and Wisconsin. Practically all our members are locally owned and operated 
cooperative associations of producers. 

In this statement, I am presenting alsé the views of the Dairy Industry Com- 
mittee, located at 1028 Barr Building, Washington, D. C. With the exception 
of National Creameries Association, Dairy Industry Committee is composed of 
the major dairy trade associations, including the American Butter Institute, 
National Cheese Institute, International Association of Ice Cream Manufacturers, 
American Dry Milk Institute, Evaporated Milk Association, and the Milk Indus- 
try Foundation. 

The groups represented in the National Creameries Association and the Dairy 
Industry Committee account for most of the dairy products manufactured, and 
fluid milk distributed, in the United States. 

In this statement I have endeavored to present the situation and our recom- 
mendations in as summary form as possible. 

1. Changes in United States tariff rates for specified dairy products.—Since 
the Reciprocal Trade Agreements Act was passed in the early 1930's, tariff rates 
on dairy products imported into the United States have been reduced materially 
through negotiations and agreements entered into pursuant to that act. On the 
average, rates have been reduced approximately 50 percent. 

Table 1 shows changes in rates for major dairy products excepting cheese, and 
table 2 shows changes in tariff rates on cheese. 

No additional reductions in tariff rates should be negotiated by the admin- 
istration or permitted by the Congress. The rates are already so low that they 
offer no protection to the American dairy farmer. Such as they are at present 
even these low rates have been nullified for all practical purposes by currency 
devaluations, rigged export prices, and the like, on the part of foreign exporting 
countries. 

2. United States foreign trade in dairy products——The United States has never 
had a very significant foreign trade in dairy products. Normally, the bulk of our 
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imports have been foreign types of cheese, such as Emmenthaler (Swiss) and 
Italian. 

Exports of dairy products on a commercial basis from the United States have 
been relatively insignificant. However, quite large volumes were exported during 
World War II. These large volumes, however, represent in the main lend-lease 
shipments. Shipments since the war represent largely donations by our Govern- 
ment to other countries. They represent very small amounts of regular com- 
mercial sales. 

For details as to imports and exports of dairy products of the United States, 
see table 3, but please bear in mind that by far the greater bulk of the export 
sales represent government-to-government sales and donations, relief ship- 
ments, and the like, rather than commercial sales. 

8. Current status—import controls on dairy products.—Since 1942, imports of 
some dairy products have been controlled quantitively, the amount per- 
mitted to be imported varying from zero to various levels established by quo- 
tas. During and immediately following World War II, the major dairy products 
were controlled in order to conserve shipping space and to implement interna- 
tional allocations and in 1949, 1950, and the first 7 months of 1951, to permit 
orderly liquidation of Government-owned stocks. 

From August 9, 1951, to June 30, 1953, imports of certain dairy products were 
controlled under section 104 of the Defense Production Act. 

When section 104 expired June 30, 1953, imports of butter, certain types of 
cheese, nonfat dry milk, dried whole milk, and other dairy commodities were 
placed under import quotas established pursuant to section 22 of the Agricul- 
tural Adjustinent Act, as amended. 

The current system of import controls, i. e., import quotas established by 
Presidential Proclamation No. 3019, dated June 8, 1953, has worked fairly satis- 
factorily in the case of butter, nonfat dry milk, and dried whole milk. How- 
ever, we are advised that import quotas on cheese need to be extended to cover 
certain types of cheese not presently controlled by quotas and to so operate the 
program that quotas are not evaded by changes in style, packaging, and the like. 

Table 4 attached hereto shows the import quotas for dairy products for the 
period 1951 to date. This table shows at a glance the changes that have taken 
place with regard to dairy product import quotas during that period, and the 
legislative authorities under which import quotas have been invoked. 

4. Need for quantitative control of dairy product imports.—Production and 
consumption of dairy products in the United States are not yet in balance. Ever 
since 1951, fairly large volumes of butter, nonfat dry milk, and Cheddar cheese 
have been purchased by the Commodity Credit Corporation in order to support 
the prices producers receive manufacturing milk and butterfat. During this 
period support prices for manufacturing milk and butterfat have ranged from a 
high point of 90 percent of parity to a low point of 75 percent of parity. Cur- 
rently, the price-support program for the marketing year ending March 31, 1957, 
is calculated to return to dairy farmers about 81 percent of parity for butterfat 
and about 84 percent for manufacturing milk. 

Price-support purchases during the marketing year ending March 31, 1957, on 
the basis of purchases since the beginning of the marketing year, are expected 
to be about the same as last year for butter and cheese, and perhaps somewhat 
larger in the case of nonfat dry milk. 

For details as to purchases under the price-support program for dairy products, 
see table 5. 

The manner in which the dairy products purchased under the price-support 
program since April 1, 1952, to July 31, 1956, have been disposed of is shown 
in table 6. 

As of July 31, 1956, the Commodity Credit Corporation had on hand and un- 
committed on programs 16,209,768 pounds of butter, 215,380,370 pounds of cheese, 
and 113,061,844 pounds of nonfat milk solids. Considering the relatively large 
volumes purchased since early 1952, the record of disposition of CCC stocks by 
the United States Department of Agriculture is very good indeed. 

CCC purchase prices for butter, cheese, and nonfat dry milk under the price- 
support program are shown in table 7. 

Although prices received by American dairy farmers for manufacturing milk 
and butterfat are materially below parity, nevertheless such prices, unsatisfac- 
tory as they are, are quite materially above price levels in major dairy exporting 
countries. 

For a number of years, world price levels for butter and other major dairy 
products have been quite low in relation to United States price levels. As far as 
price levels are concerned, foreign exporters could have shipped butter to the 
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United States during the last several years, all costs and duties paid, and could 
have sold such butter for several cents per pound below the price at which butter 
was being purchased in the United States by the CCC under the dairy price- 
support program. At one time (1953) butter could have been imported into the 
United States, all costs and duties paid, at a price 16 cents below our price-sup- 
ort level. 

, An example of the alertness of the foreign dairy exporters to endeavor to 
crash the higher priced United States market is that of a recent shipment of 
552,000 pounds of butter oil to the United States at 57 cents per pound. When 
it is remembered that butter oil is practically pure butterfat, whereas butter 
is about 80 percent butterfat, it is readily seen that such prices are materially 
below our support level. 

This butter oil came in exquota. Under the terms of Presidential Proclama- 
tion No. 3019, butter-oil imports were not restricted. It is believed this rep- 
resents a serious mistake in the proclamation, inasmuch as butter-oil imports, 
as well as butter imports, were embargoed prior to the proclamation. 

Undoubtedly, we will now -witness a marked increase in butter-oil imports 
unless the Secretary of Agriculture, the President, and the Tariff Commission 
move expeditiously to place this commodity under import quota. 

This situation is analogous to that developed from August 1951 to January 
1953 with respect to dried whole milk. Imports of this commodity during that 
period were not controlled, whereas imports of butter, nonfat dry milk, and 
certain types of cheese were controlled. Foreign dairy exporting nations took 
advantage of this loophole in our import regulations and increased their exports 
to this country from 25,000 pounds in 1950 to 37,012,000 pounds in 1952. In the 
face of this huge increase in imports, import controls were placed on dry whole 
milk January 1, 1953. 

The point of this perhaps seemingly disjointed discourse is this: 

Imports of dairy products into the United States must be subject to continued 
and improved quantitative limitations. Our prices are supported at levels higher 
than world levels by the Commodity Credit Corporation. In the absence of 
quantitative import controls, foreign countries would flood this country with 
butter, cheese, nonfat dry milk, dried whole milk, and other dairy products. 
The CCC would have to purchase such butter and other dairy products, or their 
equivalents, from domestic dairy products production, thereby increasing the 
costs of our price-support program very greatly, and causing great problems in 
disposing of such purchases. 

It is to be noted that our import potentials, in a situation where our prices 
are maintained above world price levels by our price-support program and 
imports were not subject to quantitative limitation, are huge indeed. 

About 1 billion pounds of butter moves in international commerce each year, 
and slightly smaller volumes of cheese. It should be obvious that, in the absence 
of quantitative limitation of imports, our market would be flooded by imports 
and our price-support program would be ruined. 

5. Recommendations.—While we have been fairly well satisfied with the 
manner in which import controls for dairy products have been applied under 
section 22 of the Agricultural Adjustment Act, as amended, since Presidential 
Proclamation No. 3019 was issued June 8, 1953, we feel section 22 leaves much 
to be desired and should be strengthened. The features which we believe should 
be corrected are as follows: 

1. Action under the section is discretionary upon the Secretary of Agriculture. 
He may or may not take action, as he sees fit, under a given set of circumstances. 

2. Action under the section is discretionary upon the President. Irrespective 
of the findings of the Tariff Commission, the President may follow them or fail to 
follow them, as he desires. 

3. Our agricultural policy goal; namely, to secure parity prices for farmers, 
quite often is in direct conflict with the announced foreign-trade-policy goal of 
this Government—an expanded foreign trade. It is believed that this conflict 
in goals of foreign-trade policy and agricultural policy can be eliminated. Cer- 
tainly, as long as this conflict in policy exists, we have the stage set for vacillating 
policy, interdepartmental squabbles, and working at cross purposes, and the 
like. 

4. The procedure that must be followed under section 22 as it stands now is 
cumbersome and time consuming. While it is true that the Secretary of Agri- 
culture, the President, and the Tariff Commission moved with praiseworthy 
speed in applying import controls on dairy products pursuant to section 22 in 
1953, nevertheless the fact remains that the procedure is cumbersome and 
much experience with section 22 points to the need for amendment. 
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5. With regard to amending and strengthening section 22, we have the fol- 
lowing comments and suggestions: 

(a) Any legislation designed to control imports should state the principle 
of control as firmly as possible, leaving little to the imagination or discretion 
of the officers administering it. We are fully cognizant of the difficulty of writ- 
ing a law which will cover all angles of the problem that it seeks to correct. 
However, we are against the grant of broad discretionary powers in this matter, 

(bo) Over the long run, we feel that legislation must be enacted that will 
represent a reasonable correlation of our farm-policy goal—which, as we under- 
stand it, is to secure parity prices for the American farmer, and our foreign- 
policy goal pointed toward expanding our foreign trade. We believe that the 
time has come when the present conflict in these goals can be resolved. If the 
current conflicting policies should continue, in time one of them will have to fall. 
We think that the result can and should be avoided. 

For the last several years, a group of us in the manufactured dairy-products 
field have been working together in order to develop a program for control of 
imports of agricultural commodities which will serve as a vehicle for the reason- 
able protection of the American farmer insofar as such protection is needed 
to attain the goal of domestic legislation designed to secure parity prices for 
farmers, and, at the same time, to correlate our domestic farm-policy goal and 
foreign-policy goal. This group is composed of representatives of the American 
Dry Milk Institute, the American Butter Institute, the National Cheese Institute, 
the Evaporated Milk Association, and the National Creameries Association. It, 
therefore, represents practically all of the major manufactured dairy products 
and most of the producers of milk and butterfat whose output is used in manu- 
factured dairy products. 

After a great deal of work, and discussion of the problem with other organiza- 
tions, Government officials, and Members of the Congress, we have developed a 
proposal that we think will (1) offer adequate protection of the American 
farmer with regard to the programs set up for his benefit under legislation 
designed to secure parity prices for agricultural commodities, (2) represent at 
least a step along the road to bringing about correlation between our domestic 

arm policy goal and our foreign trade policy goal, and (3) thereby bring an end 
to the conflict between our domestic farm policy and our foreign-trade policy. 

Our proposal, which we wish to offer to this subcommittee for its consideration, 
provides for amending section 22 of the Agricultural Adjustment Act, as amended. 
We propose that the first paragraph of section 22 be revised to provide that 
imports of any agricultural commodity or product thereof be limited to a normal 
level during any period for which a program is in effect under any domestic 
farm law designed to support, directly or indirectly, the price of such product. 
We suggest that normal imports be defined as the preceding 5-vear average of 
such imports, and that imports be limited to this level until prices of the sup- 
ported commodity reach parity and remain there for 3 consecutive calendar 
months. After prices had remained at such level for such period, imports could 
come in without being subject to quantitative limitation, although of course the 
tariff laws would still apply. If prices sank below parity, then import controls 
would again be applied. If it were desired to limit imports more than that 
provided by the normal average or base, then the authority of section 22 as it is 
now could be invoked. 

Our proposal makes it mandatory for the Secretary of Agriculture to limit 
imports to the 5-year period preceding the marketing year for which a program 
for any commodity is in effect. Application of more rigid controls would be at 
the wish of the Secretary and the President, pursuant to current provisions 
of section 22. 

We believe that our proposal has a great deal of merit. We think it is non- 
sense to develop farm price-support programs, and then to permit uncontrolled 
imports to pour into the country, thereby contributing vastly to the cost of the 
program, resulting in our domestic farm programs becoming worldwide in scope, 
increasing costs to an astronomical degree, and in the end causing such a revul- 
sion of public opinion that the farm program would be discontinued. 

The proposal we have made is attached hereto. While we suggest the 5-year 
average as the norm of permissible imports, I might state that it is the principle 
involved of relating controls on imports to the achievement of parity prices 
which interests us most. If some better base period can be developed under 
this principle, we would most assuredly accept it. 

I pass this recommendation to the subcommittee with the request that you 
study it and if possible, develop a bill along the line suggested and recommend 
it to the Congress for enactment. 
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TaBLE 1—United States tariff rate for specified dairy products (other than 














cheese) 
Products | 1930 rate | Present rate 
eine | 
Cents | Cents 

Whole milk.....-..-.- EE Ep EEE EI enn entices esis dec per gallon- 6. 50 12.0 
Crem ROE BE 3. keen sednconnass cede ames tea Gitekawettnadeas do-__. 56. 6 215.0 
Sking WE SOE DUM. y ... «2a + sehen sgl <n nen nen sveesns do...-| 2.05 1.5 
Milk, condensed or evaporated, in airtight containers: 

ii GR A ee IE 2 a ae ..-per pound. 1.8 1.0 

Sweetened .......-.--- Sickie Rnnanick seas ades elaitac ial maunaett do-__- 2.75 1. 75 

I at DR ite Red de ncidadad<a> cede ncdattibntiogbcwss paises’ do... 2. 53 1.5 
Dried whole milk _-____.-- Fly sche canis asin oe eRe a ie al do__..| 6a | 3.1 
Drtete Gls bn dBi = Ande nsacadds cas awinges~ aiaeuweneaaras do-_- 12% 6.2 
Dried skim milk and buttermilk 3___-..-....-.-.---- lic ciiere rok cas dca i...1 3.0 | 1.5 
Di abet Ts CII, no nes Sich nb cc eennd pp ainncungadgsaseesae nn (*) (5) 
cee! A RP, Xd a ee ee per pound. 14.0 67.0 
Butter: Entered April 1 to July 15_-__----- SR SRS ES Ee do__- 14.0 77.0 
Butter: Beered Fue FOOS CE. Bh gn 5 sis nn ce ettcnntenees Ss do....| 14.0 77.0 
Casein or lacterine and mixtures... -_-.-.....-----.----------- Spalbaaeiceedl do.---| 5.5 2.75 


1 For not more than 3,000,000 gallons entered in any calendar year. 
2 For not more than 1,500,000 gallons entered in any calendar year. 
3 Dry whey dutiable as dry buttermilk, C D-470, Apr. 18, 1941. 
435 percent ad valorem. 

$17.5 percent ad valorem. 

6 For not more than 50,000,000 pounds, 

? For not more than 5,000,000 pounds. 


Source: Compiled from reports of the U. S. Tariff Commission. 


Certain exceptions applicable to Cuba, the a Weitieptin: and Communist-dominated nations not noted, 


TABLE 2.—United States tariff rates on cheese* 





| | 
Tariff Act of 1930 Rates as of 1945 Current rates 








| | 
| Cents | Minimum) Cents | Minimum] Cents | Minimum 
per jadvalorem| per jadvalorem| per _ {ad valorem 
ras (percent) | pound | (percent) | pound | (percent) 











| 











| 





| 
| 
Blue mold, in original loaves- -_----- i 7 35 5 | 25 3 15 
Bryndza, in casks, barrels, or hogsheads 
weighing with contents over 200 pounds 
Nati catonsivescksnenatoanenatahiis 7 35 | 7 35} 34 174 
Cheddar: | 
Not processed except by division into | | 
WE iia 8 in. ancchaenabsinacaahehioone 7 | 35 | 4 | 25 3 15 
Otherwise processed... ..................- m0 35 | 7 | 35 5 20 
Edam and Douda: | 
40 percent or more butterfat___....._.- 7 | 35 7 | 25 3 | 15 
Less than 40 percent butterfat - _-__.--_- 7 | 35 5 | 25 5 | 20 
Goya, in original loaves................--.--- 7 | 35 | 5 25 5 2 
CUO NINE ook eacictacnccaas ieee 7 | 35 | 5 | 20 | 5 20 
Provolette_ No eres 7 | 35 | 7 35 5 20 
Romano, Reggiano, ' Parmesano, and Pro- | | | 
voloni, in original loaves -__-.-.......-..----- 7 | 35 | 5 25 5 20 
Roquefort, a ores Aves... ........<~..-.. 7 35 5 25 3 15 
Sbrinz, in original loaves Dre te ate | 7 35 5 25 | 5 | 25 
Sheep’s milk cheese for grating, in original | | | 
NN ne anes hin ais wtbate 7 35 7 | 35 23% 217% 
Pecorino: | 
ee 7 | 35 5 25 | 3316 217% 
In original loaves, not suitable for grating. 7 35 5 25 5 20 
Swiss or Hmamenthaler......................... 7 35 5 20 5 20 
Other cheese and substitutes. -............---- 7 35 | 7 | 35 20 
| 


| Other than Cuba and Philippine Republic. : 
2 Effective July 1, 1956, reduced 5 percent per year for each of the 3 following years (0.175 cents and 9.875 
percent per year). 


Compiled from reports of the U. 8. Department of Agriculture. 
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TABLE 3.—Eaeports and imports of specified dairy products, United States. 
1939-52 


[Million pounds] 


i 


















































Butter Cheese | Condensed | Evaporated | Dried whole | Nonfat dry 

milk ¢ milk 4 milk | milk solids 

Year oo er eee Sadi dai lies sibilities = | eS 

| 

Ex- | Im-| Ex- Im- | Ex- Im- | Ex- | Im-| Ex- | Im- | Ex- | Im- 

ports! ports?) ports | ports?) ports! ports?) ports! ‘ports?; ports |ports’) ports /ports: 
1 j j i | 

a | | —| ak Ee a Blk a 
1939... 2.3) 1.1} 1.5 | 59.1 2.3) 0.2 27.5 | (s) 6.3 | (5) 2.1 0.9 

Wi ce ncck 2.9) 1.4] 2.3 | 32.6 27.4 (5) 118.7 | (s) 7.5) (8) | 3.7] (5) 

1941... 3.3} 3.7 95.0 | 20.0 82.0} (5) 602.0 | (5) 15.0} (3) 36.0] (5) 

1942_. 15.2 | 20.1 308.0 | 24.2 15.0 (5) 381.0 (8) 14.0 (3) 134.0 (5 

1943__. 2 85.6 | 3.3] 165.0) 25.2) 44.0) () | 5620] (5) 39.0 | (5) 232.0 | (5) 

1944__. 87.6} 1.7}| 295.0} 9.0 52.0; (5) 591.0} 0.1) 47.0} (5) 237.0} (5) 
1945... 45.5 | 3.7 202.0) 83 118.0 (5) 759.0 4.6 65.0 (5) 302. 0 1 

1946... 11.4 7.0 208. 0 | 20.8 85.0 (5) 955. 0 6 152.0 (5) 230.0 (5) 

ar 11.2] 3.8] 177.4] 8&7] 1082] (5) 469.8 | (5) 101.7; (8) | 232] (5) 
1948__. 5.8 2 95.6 | 23.6 } 111.4 (5) 315.3 (3) 100. 5 | (5) 159, 2 3.1 
1949__._. = 71 _.3 98.0 | 32.0 78. 5 a 249. 5 (5) 81.4) (5) 213. 7 5.3 
3050..... 26.3 | (3) 54.6 | 56.2 27.9 | (5) 150. 1 .4 62.6) (8) | 331.1 2.5 
WS ee 2:0} ..1 81.0 | 52.3 | 28.9} (3) | 203.4] (5) 59.5 | 9.0| 2241] 1.0 
EE .9 a) 3.8} 49.2] 29.6) (5) 97.1 (5) 42.5 | 37.0 58.7 .6 
Bec deespscanentiies an ay 5.9 | 56.2) 18.0 (5) 133. 2 5 46.8 5.9 7.1 4 
WaatiodcEacmecs 3.3 | 1.0 5.4 | 50.0 1.4) (4) 131.4] (8) | 4241] () | 156.8 JF 
Sn acctitiensace 22.5 Pe 22.9 | 52.0 8.0 (5) 154.8} () | 45.9] @ | 231.3 1.8 











1 Reexports included 1915-33. 
2 General imports, 1915-33; beginning 1934, imports for consumption. 

3 Imports for consumption. 

4 Condensed and evaporated milk; not reported separately prior to 1920, 
5 L: ss than 50,000 pounds. 


fource: Reports of the Agricultural Marketing Service, U.S. Department of Agriculture and Department 
of Commerce, 


Aut! 


Dat 


Peri 
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TaBLe 4.—Uniied States import quotas for dairy products, 1951 to date 
[Pounds] 


Authority, determination date, and — covered 

















AnthOWRs coc on inn hone cece sanacadeensdhsal ee | Revised sec. 104 Sec. 22 
- Aug. 9, July 3, Sept. 23, Dec. 30, June 8, 
Date effective. . .........-------------- | 1951 | 1952 | 1952 1952 1953 
Aug. 9, July 1, July 1, July 1, Annual, 
oa 1951 to 1952 to 1952 to 1952 to July 1 to 
Period covered. . ..-.-.-----------.------ June 30, June 30, June 30, June 30, June 30 
1952 1953 | 1953 1953 
weini ————_—_—_ ean testes sree a 
PRODUCTS | 
Butte ..cicocenaneninens " ~------2--] 0 | 0 0} 0 707, 000 
Buttetetaiths a cciedaS erences Sabicea 0 | 0 0 | 0 | i) 
Dried whole milk.........-.-.-.-- el () (?) (2) (3) 7, 000 
} Dried buttermilk -_.-__--__- a ..-| @ @) | (2) (*) | 496, 000 
Dried Giiiciicds dads dit edtind—ctceasc~><e | () | (?) | () | (3) | 500 
) Dried skimmilk. 0 | 0 | 0 | 0 | 1,807,000 
Malted milk and compounds or mix- | 
| tures of or substitutes for milk and Ay 
cream _- i . (?) (*) (°) (°) | 6, 000 
Ca sein and lactarene......_-------------| @) | 40,000,000 | 40,000,000 | (2) (2) 
“heddar cheese __ ipkbemadink | 7,900,000 | 78,500,000 | 79,775,000 | 79,775,000 | *® 2,780,100 
Ei iam and Gouda cheese._.______--__- 2, 200, 000 73. 000,000 | 74,600,000 | 4,600,000 4, 600, 200 
Blue Se ae | ° 2, 500, 000 7 3,000, 000 |? !°3, 450, 000 |’ 104,025, 000 |§'° 4, 167, 000 
Italian-type cheeses made from cow’s ‘ ‘ 
milk, in original loaves 17, 100, 000 | 20,000, 000 |{"* % Z0+000 | 1 9, 290, 000 | 9, 200 100 
Sheep’s milk cheese, in original loaves i | \ 
Swiss and process Gruyere-___- . | 6,700,000 (2) | (?) | (?) | (?) 
Roquefort cheese. - - | 1, 200, 000 ) (?) | (2) @) 
Bryndza, Goya, and other ‘cheese and | 
substitutes for cheese. ..............-..| 3,000,000 (2) (2) (2) (2) 


1 No limitation, unless classified as butter. 

2 No limitation. 

3 6,500,000 pounds, January to March 19°3; embargoed April to June 19°3. 

4 2,150,000 pounds, January to March 19°3; embargoed April to June 1953, 

§ 35,000 pounds, January to March 19°73; embargoed April to June 1953. 

6 No limitation on products not having same use as butter: having same use embargoed. 
7 Cheese containing or processed in whole or in part from such cheese limited to quantity imported in 1950. 
* Including cheese containing or processed in whole or in part from such cheese. 

* In original loaves, 

1° No limitation on Stilton cheese, 

!! Romano, Reggiano, Parmesan, Provolette, Provolone and Sbrinz, 
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TABLE 5.—Dairy products: Price-support purchases, by months, April-June 1956 












































[In millions of pounds] 
} 
Year beginning Au- | Sep- | Octo-| No- | De- | Jan- | Feb- 
April— April | May | June | July | gust | tem-| ber | vem-/ cem-/ uary | ruary} March | Total! 
ber ber | ber | 
| | | | 
Butter 
ee | 
Ws icsicscasae 0.2 —— KbSSEe iweSsaRasNcelsdcesaeetGssedenedl auesedlosenenteaesetobuneons 0.2 
sada a: scene een age Rn accel acta Ren i ccna Dna hs a is 0.4 | 15.7 | 36.2 | 38.6 52.5 143.3 
a 25,2 | 42.3 66.8 | 50.2 | 27.1 4.9 1,0 3.2 | 11.0 | 28.4 | 34.0) 281.0 375.0 
__ , See 14.8 | 44.1 | 65.4 | 35.2 | 13.1 3.1 an i? sosuues 7.5) 95 17.3 210.5 
cn asada 19.1 | 30.6 | 38.9/ 19.0) 48 1 Ee T 64 7.4 | 16.5 | 13.3 20.1 178.0 
REO a Set DS PO 1 Oe bee ahah ilo s dail once avceaene cada iaeaeeneetisc 
SR rcxccesccenclucncedvectelecassucsigs | pimonaipnanies | basen: Deainene fcacassiasascaueceeheueden Jesoso=-- 
Cheddar cheese 
| | as| | 
BE espana 0.1 | coca siliesidiciheshadibeitidass taba biea 0.7 | Re licgerel ncngeh case oeeos oe 0.8 
red bt 1 OF) OS b.t7s 7. bedi eects 17| 9.0/ 17.9] 45.6 75.2 
Eke ch ccaabans | 27.1 | 35.1 | 40.8 | 42.5 | 30.3 | 24.1 7.3 4.5 6.9 | 22.7 | 33.2 294.9 369. 4 
NSE NEES 9.8 | 21.9 | 33.4 | 22.8 | 16.8 | 12.7 4.0 1.6 1.3 7.6 | 11.3 10.2 153. 4 
isons nila 7.7 | 13.8 | 24.9 | 21.5) 16.1 | 14.6 | 10.0 6.8 5.5 8.8 | 12.0 | 15.7 157.4 
BE retanicscicncsincatee IG4 t 3046:1 Fw be tn daescce Sean |-a-no--|------]---2--]-----= De a ae Me 
eee | nscstncsce tenders a ecg tee eee eam Leone cab eenan eee Fai Jem Pe es. 
| 
Nonfat dry milk 
| 
sa sect: 1.8 | 3.7 6.1 | 12.3 9.2 | 11.2 6.7 1.4 | i ee Bie) deci il | 52.6 
Bas tacamaceen | 28] 5.7 7.8 7.9 3.9 5.3 4,1 4.0 | 10.2 | 29.6 | 42.7 86. 6 210.4 
Wiskaweceudon | 46.2 | 74.3 | 84.4 | 67.4 | 47.3 | 34.8 | 20.4 | 17.1 | 36.6] 52.8 | 55.4 129. 2 665.9 
Pr acitisiiaeingnen 41.6 | 75.6 | 97.6 | 63.9 | 45.4 51.4 | 14.0 | 10.5 | 13.2 | 26.7 | 46.2 37.1 523. 2 
ee EES 68.0 |114.7 91.4 | 35.8 | 24.6 | 25.5 | 14.4 | 25.5 | 45.8 | 47.0 | 53.8 77.6 24. 0 
Se | 79.9 | 85.5 |118.0 | 76.8 }|...... aii |------|------|------ aa tee frcnnannfomrnens 
! | 














1 Computed from unrounded numbers. 

2 Excludes 5.1 million pounds of butter and 86.6 million pounds of cheese sold to Commodity Credit 
Corporation in March 1954 but contracted for repurchase by private firms after Apr. 1, 1954, 

3 Less than 50,000 pounds, 


Source: U.S. Department of Agriculture Statistical Bulletin No. 134, except data since March 1956 which 
are compiled from monthly press releases, Commodity Stabilization Service. 
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TABLE 6.—Summary of purchases and disposals for the 4-year period, Apr. 1, 1952, 
through Mar. 31, 1956, and purchases and disposals of dairy products under 
the price-support program for the 1956-57 marketing year 














[Pounds] 
| 
Butter | Cheddar | Nonfat milk 
cheese solids 
| 
Purchases, Apr. 1, 1952, to Mar. 31, 1956..........._._-__- Oa) 911, 702, 385 842, 052,981 | 2, 023, 220, 485 
Uses, Apr. 1, 1952, to Mar. 31, 1956........._-...........-.._- | 911,702,385 | 613,808,512 | 1,976, 778, 236 
Estimated uncommitted stocks, Apr. 1, 1956__- | 0 | 228, 244, 469 46, 442, 249 
Purchases, 1956-57 marketing year (Apr. 1 to July ‘31, , 1956) - | 107, 257, 794 71, 116, 086 360, 123, 120 
Utilization, 1956-57 marketing year (Apr. 1 to July 31, 1956): 
Commercial domestic sales............--.-....------------|--------- : BE Rien seintie die aha 
Cocoa butter extender sales___..._......._--..-.----..-.--] 673, 200 | ~~ sixega antec 
Animal and mixed feed sales._..............----.-..----.- a eee wes. 4, 424, 685 
COMMIIIIIIED CRIN OOO ih intswrnsicinn cmapannnn aioe! 7,373,022 | 3, 613, 148 11, 504, 846 
I 0 a ee |, See too. dein Re 
PS ahs nk dic dette dace asi wueus Sine -| GG UaT Uo encne nae a 
Noncommercial export sales 2. .............---.--------- al 2, 775, 000 |....-- d 20, 909, 000 
Ac a ne neat | 18,291, 432 | 741, 455 36, 018 
Veterans’ Administration transfers__.___.._._____- 746, 534 |_- : 
IOA, tities EP Gakic Law Ge. ...... cle... | 14,950, 580 18, 981, 840 12, 125, 200 
Donations: 
Te aed | 39. 000 31, 980, 424 214, 215, 024 
SNF elke ocak nc csacae sees ccdeasassacscacal Shan: ane 30, 142, 752 
en a a a Ces : iircctaneatalenastae iste ccske 126, 000 
Fee aes etinte deen octteenadGeineseaasawnes | 13, 184 1, 000 20, 000 
Total, 1956-57 uses___________- Saha 91, 048, 026 83, 980, 185 293, 504, 525 


Estimated uncommitted supplies as of July 31, <a -| 16,209,768 | 215, 380, 370 113, 061, 844 


1 Of this amount, 5,670,215 pounds of butter and 272,540 pounds of milk were sold under Public Law 480 
(title I). Of the Public Law 480 butter total, 4,567,915 pounds are scheduled for conversion to ghee. 

2 Butter is scheduled for conversion to butter ‘oil. 

3 Dairy products for donation financed with sec. 32 (tariff) funds. Dairy support purchases by months 
and utilization of dairy products acquired under price support during the 3 marketing years, 1953-54, 1954-55, 
and 1955-56 are in a press release issued Apr. 12, 1956 (US DA-1008-56). 


TABLE 7.—U. S. Department of Agriculture price-support programs, specified 
products 


{In cents per pound] 














| Butter Nonfat dry milk 
Date announced Period covered Cheese |. ne TS! (ae 
| i 
| Grade A | Grade B | Spray | Roller 
ee |— — 

Feb. 8, 1949...._.__- | Feb. 8, 1949, to Sept. 1, 1949..______| __| 8<.0 | 587.0] 122 11.0 
Feb. 8, 1949....----- Sept. 1, 1949, to Dee. 31, 1949___-___- » } 620 | 66.0 | 1275) 1150 
July 27, 1949... --__. July 27, 1949, to Dee. 31, 1949. -- | 31.75; 620 | 60.0 , 

Dec. 27, 19491_______| Jan. 1, 1950, to Mar. 31, 1951__.__.__| 31.0 60.0 68.0 | 12.5 10.5 
Mar. 15, 1951_____- | Apr. 1, 1951, to Mar. 31, 1952.....| 36.0 | 66.0 | 640 | 15.0 13.0 
Mar. 19, 1952_____- Apr. 1, 1952, to Mar. 31, 1953.....__| 38.25 | 67.75 |  65.75| 17.0 15.0 
Feb. 27, 1953____._- Apr. 1, 1953, to Mar. 31, 1954........| 37.0 65.75 | 63.75 | 16.0 14.0 

MpOUNNS 2ooicoot o nes cess - 66.50 | 64.50 
7 IT INE be kien snes Pole 66.75 | 64. 75 
Oa bidet te ic ei et (Bhi: an ES 
Feb, 18, 1954_- _| Apr. 1, 1954, to Mar. 31, 1955....._-_| 32.25| 257.50| 255.50) 15.0 13. 25 
July Sue. July 12, 1954, to Mar. 31, 1955__ 33. 25 |... = 16.0 14. 25 
Jan. 11, 1955_-----_- | Apr. 1, 1955, to Mar, 31, 1956.....__.| 33.25 | 257.50| 2755.50) 16.0 14. 25 
Feb. 14, 1956.._._._- Apr. 1, 1956, to Mar. 31, 1957- | 33.25} 257.50} 255.50| 16.0 14. 25 
Mar. 3, 1956. -_--_- Apr. 1, 1956, to Mar. 31, 1957.......| 34.0 |___. ; ; i. 
Apr. 18, 1956_..-...- | Apr. 1, 1956, to Mar. 31, 1957....._..| 35.0 | 259.50] 257.50/ 16.0 14. 25 
' 





! Price support for evaporated milk $3.95 per case. 
2 Price at Chicago. San Francisco and Seattle same as Chicago; New York plus 75 cents per pound. 


PROPOSED AMENDMENT OF SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT, AS 
DEVELOPED BY THE DIC SusCcOMMITTEE ON IMPORT CONTROL, NOVEMBER 25, 1952 


“Seo. 22. (a) It is the policy and the intent of the Congress that, notwith- 
standing the provisions of any other law and operations thereunder, imports 
of agricultural commodities or products thereof shall be controlled through 
import fees or quantitative limitations, to the extent necessary (i) to achieve 
the purposes of titles I, II, and III of the Agricultural Act of 1949, or the Soil 
Conservation and Domestic Allotment Act, as amended, or section 32, Public 


83979—56—pt. 3-22 
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Law 320, Seventy-fourth Congress, approved August 24, 1935, as amended, or the 
Agricultural Marketing Agreement Act of 1937, as amended, or any loan, pur- 
chase, or other program or operation undertaken by the Department of Agricul- 
ture or any agency operating under its direction, and authorized by the laws 
enumerated in this paragraph (a), or (ii) prevent any substantial reduction 
in the amount of any product processed in the United States from any agri- 
cultural commodity or product thereof with respect to which any such program 
or operation is being undertaken. In no event shall imports of any agricultural 
commodity or product thereof be permitted to exceed, during the marketing 
year for which a program to support prices to producers directly or indirectly 
is in effect under any of the laws enumerated herein, average annual imports 
of such commodity or product thereof during the five-year period immediately 
preceding the current program year, unless and until the United States farm 
price of such commodity or product, except for milk and butterfat and the 
products thereof, in which case the United States farm price of butterfat shall 
govern, reaches (a) parity prices as seasonally adjusted for such commodity or 
product and remains at such level for three consecutive calendar months, or 
(b) such higher levels as the Secretary may determine pursuant to section 402 
of the Agricultural Act of 1949: Provided, however, That the volume restriction 
set forth herein shall apply during any period when farm prices are below parity: 
Provided, further, That the Secretary of Agriculture is authorized to impose 
such additional quantitative limitations of imports as the Secretary may find 
necessary, during the operation of any price-support program for any agricultural 
commodity, to minimize the cost of such purchases, or losses that would be 
incurred in the disposition of any commodity in Government inventory: And pro- 
vided further, That the procedure set forth in paragraphs (b), (c), and (d) 
hereof shall be applicable to the establishment of import fees, but shall not be 
applicable to quantitative limitations except in case the Secretary deems it 
necessary to limit imports to levels below the level established pursuant to this 
paragraph (a). 

“(b) Whenever the Secretary of Agriculture deems it necessary to apply import 
fees, or quantitative limitations designed to limit imports to lower levels than 
those authorized in paragraph (a) of this section, he shall so advise the Presi- 
dent, and. if the President agrees that there is reason for such belief, the 
President shall cause an immediate investigation to be made by the United States 
Tariff Commission, which shall give precedence to investigations under this 
section to determine such facts. Such investigation shall be made after due 
notice and opportunity for hearing to interested parties, and shall be conducted 
subject to such regulations as the President shall specify. 

“(e) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the ex‘stence 
of such facts, he shall by proclamation impose such fees not in excess of 50 per 
cenfum ad valorem or such quantitative limitations on any article or articles 
which may be entered, or withdrawn from warehouse, for consumption as he finds 
and declares shown by such investigation to be necessary in order that the entry 
of such article or articles will not render or tend to render ineffective, or material- 
ly interfere with, any program or operation referred to in subsection (a) of this 
section, or reduce substantially the amount of any product processed in the 
United States from any such agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken: Provided, 
That no proclamation under this section shall impose any limitation on the total 
quantity of any article or articles which may be entered, or withdrawn from 
warehouse, for consumption which reduces such permissible total quantity to 
proportionately less than 50 per centum of the total quantity of such article or 
articles which was entered, or withdrawn from warehouse, for consumption dur- 
ing a representative period as determined by the President: And provided fur- 
ther, That in designating any article or articles, the President may describe 
them by physical qualities, value, use, or upon such other bases as he shall deter- 
mine. 

““(d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
for administrative purposes and for the purposes of section 32 of Public Law 
Numbered 320, Seventy-fourth Congress, approved August 24, 1935, as amended, 
as duties imposed by the Tariff Act of 1930, but such fees shall not be considered 
as duties for the purpose of granting any preferential concession under any inter- 
national obligation of the United States. 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1575 


“(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this sec- 
tion, any proclamation or provision of such proclamation may be suspended or 
terminated by the President whenever he finds and proclaims that the circeum- 
stances requiring the proclamation or provision thereof no longer exist or may 
be modified by the President whenever he finds and proclaims that changed 
circumstances require such modification to carry out the purposes of this section. 

“(f) Any decision of the President as to facts under this section shall be final. 

“(¢) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section.” 





WASHINGTON, D. C., October 10, 1956. 
Hon. Hare Bogss, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, House of Representatives, Washington, D. C. 


DEAR Mr. Boces: The purpose of this statement, which we request be inserted 
in the records of the hearings, is to call attention to a problem which is of serious 
concern to all importers of agricultural products. 

This problem is twofold. It involves the conflict of policy as exemplified by 
the Trade Agreements Act with the provisions of the Agricultural Adjustment 
Act. It also involves the administration of section 22 of the Agricultural Adjust- 
ment Act. 

A study of the history of the Agricultural Adjustment Act reveals that the 
original statute did not provide for any form of import control other than taxes 
to compensate for the processing taxes on basic commodities, the proceeds of 
which were used for making benefit payments to producers. 

Section 22 of the act was added in 1935. It required the President, after in- 
vestigation by the Tariff Commission, to impose import quotas whenever neces- 
sary to prevent imports from interfering with agricultural programs, At that 
time such programs were largely concerned with acreage restrictions. 

In 1936, 1940, and 1948 the act was further amended to the end that it would 
protect any loan, purchase, or other program, whether or not such program 
restricted domestic production. 

Meanwhile, much had developed in the area of the trade-agreements program, 
primarily the adherence to GATT. When the scope of section 22 was expanded 
in 1948 to the point described above, a new provision was added as section 22 
(f) of the Agricultural Act of 1948 as follows: 

“No proclamation under this section shall be enforced in contravention of 
any treaty or other international agreement to which the United States is or 
hereafter becomes a party.” 

At this point, any conflict between the trade-agreements program and agri- 
cultural programs was resolved in favor of the former. 

In 1950, section 22 (f) was further amended, the effect of which was to permit 
tariff concessions on products under price support if such concessions or reduc- 
tions in duty were made subject to the general escape clause. As reported by 
Edwin G. Martin in the Cornell Law Quarterly: “In sum, the 1950 amendment 
seemed to be an endorsement of tariff reductions within the framework of 
GATT, plus an acknowledgment that GATT afforded adequate leeway for con- 
trolling imports which interfere with price-support programs.” 

The next revision of section 22 (f) came about as an almendment to the Trade 
Agreements Extension Act of 1951. This definitely subordinated the trade-agree- 
ments program to agricultural programs by providing that: “No trade agreement 
or other international agreement hereto or hereafter entered into shall be applied 
in a manner inconsistent with the requirements of this section.” 

It is our view that an expanding foreign trade, which is an important goal 
of economic policy, is unnecessarily hindered by the conflict of policy between 
the Trade Agreements Act and the Agricultural Adjustment Act, and that such 
conflict should be resolved by reinstating in section 22 (f) the language adonted 
in the amendment of 1948. This would place national interest and the general 
welfare above the interest of a single segment of the economy. 

In connection with the administration of section 22 of the Agricultural Adjust- 
ment Act, attention is invited to two major objections which we think deserve 
the serious attention of your committee. 

First, it is the practice of the Tariff Commission, when ordered by the Pres!- 
dent to conduct an investigation, to undertake such investigation as a continuing 
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process. This practice seems to be not only unnecessary, but contrary to the in- 
tent of the act and extremely unfair for the following reasons: 

1. It makes it possible for producers to seek import restrictions year after 
year without, as the act intends, justifying the need for such restrictions to the 
Secretary of Agriculture, and he in turn, to the President. 

2. It maintains a continuing process whether or not the conditions which 
motivated the original investigation are still in effect. 

3. It usurps to the Tariff Commission the responsibility of the Secretary of 
Agriculture to determine whether conditions warrant asking the President to 
order an investigation by the Tariff Commission. 

4. It disregards the responsibility of the President as established by the statute 
to determine whether an investigation should be conducted on the basis of cur- 
rent conditions of crops and markets, and in fact deprives the President of the 
opportunity to weigh the special problem in light of other economic or political 
factors. 

5. It tends to depress trade by reason of the fact that importers and exporters 
are unable to plan properly in view of.the.constant threat of import restrictions 
such as quotas or quota-fees. 

This practice of “continuing” investigation by the Tariff Commission brings up 
an additional and extremely important point of argument with respect to the 
administration of section 22, as follows: 

Section 22 provides that import restrictions can be recommended only if the 
Tariff Commission finds that articles “are being or are practically certain to be” 
imported under “such conditions and in such quantities as to * * * materially 
interfere with” domestic agricultural programs. 

On its face, the statutory requirement of “practical certainty” constitutes a 
very rigid evidentiary standard. The word “certain” means “sure to happen” 
or “absence of doubt.” Moreover, Congress did not inadvertently establish the 
rigid test of “certainty.” Originally section 22 could be invoked only when ar- 
ticles were being actually imported under such conditions as to produce the re- 
quired adverse effects on domestic programs. In 1940 the Department of Agri- 
culture sought an amendment to section 22 to liberalize its application. It was 
recommended that the test of “are being imported” be changed to “are being or 
are likely to be imported.” The House Committee on Agriculture rejected the 
amendment and inserted the test of “reasonably certain” in place of the proposed 
test of “likelihood.” 

To leave no doubt as to intent, the House committee, in its Report 1166, 76th 
Congress, Ist session, stated that the amendment was meant to allow import re- 
strictions only where “it is known to a point of overwhelming certainty that the 
particular farm program will be ineffective” unless imports are restricted. Sen- 
ate Report 1043, 76th Congress, 1st session, was to the same effect. 

The considered and deliberate action of both Houses in subsituting the rigid test 
of “practically certain” for the more liberal test of “likely to be” makes it clear 
beyond doubt that Congress intended that the burden of proof to establish neces- 
sity of import restrictions was to be partieularly heavy. 

The foregoing interpretation of the statutory requirements is set forth in the 
record of the Tariff Commission hearing on edible tree nuts conducted in August 
1954. It stands uncontroverted. Im spite of the plain meaning of section 22, 
the Tariff Commission on more than one occasion has imposed import restrictions 
on tree nuts based on evidence of growers and the Department of Agriculture, 
such evidence being based on fears and assumptions only. 

It is not our purpose to use this forum for criticism of the past actions of the 
Tariff Commission. However, in view of the highly desirable objectives of the 
committee, we feel that the subject discussed herein should be brought te your 
attention. We have no objection to appropriate measures and procedures 
whereby domestic interests will have access to relief from injury so long as the 
administration of such measures complies with the intent of the legislation and 
does not attempt to transfer a potential burden of one party to an actual hard- 
ship to another. 

We feel that section 22 is adequate as to criteria and standards, with the excep- 
tion of subsection (f), but that its intent is too often violated. It is our hope 
that your committee will take such steps as are necessary to bring about com- 
pliance with the intent of the statute by recommending specific language which 
would prohibit the Tariff Commission from continuing any investigation beyond 
the marketing year in which it is initiated by the President. The vagaries of 
agricultural production, particularly in specialty crops, are such that no set of 
conditions is likely to be exactly repeated year after year. In the absence of 
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current conditions, which would justify action under the statute by the Secretary 
of Agriculture and the President, the constant threat of continued investigations, 
hearings and potential restrictions is not only unfair to importers and con- 
sumers, but in the long run reacts to the disadvantage of agriculture in general 
by restricting two-way trade and producing an unhealthy substitute for ag- 
cressivé marketing on the part of those who are favored by the way the statute 
is being administered. 

Respectfully yours, 

ImporTED Nut SECTION, ASSOCIATION OF Foop Disrrisutors, INC., 
By D.J. Warp, Government Relations Counsel. 





Pactric Coast Fruir Export Councit, 
San Francisco, Calif., October 15, 1956. 
Hon. Hate Bocas, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, New House Office 
Building, Washington, D. @. 


Dear Mr. Boaes: As secretary of the United States National Fruit Export 
Council, I have been instructed to submit the following statement on behalf of 
the council. The members of this council are: 


California Grape & Tree Fruit League, San Francisco, Calif. 
California-Arizona Citrus Industry, Los Angeles, Calif. 
Sunkist Growers, Los Angeles, Calif. 
Pure Gold, Inc., Redlands, Calif. 
American National Growers, Inc., Los Angeles, Calif. 
Canners League of California, San Francisco, Calif. 
Dried Fruit Association of California, San Francisco, Calif. 
Florida Citrus Mutual, Lakeland, Fla. 
International Apple Association, Washington, D. C. 
National Apple Institute, Washington, D. C. 
Northwest Horticultural Council, Yakima, Wash. 
Northwest Canners & Freezers Association, Portland, Oreg. 


The purposes of the council are: 

(a) To promote increased exportation of United States fruit and fruit 
products and to work for elimination of trade barriers in foreign markets. 

(6b) To initiate, support and work for legislation beneficial or necessary to 
restoration and expansion of export markets for all fruit and fruit products. 

(c) To obtain full cooperation from all governmental departments and agencies 
to accomplish these objectives. 

(d) To collect and disseminate among the members information of export 
opportunities and export activities. 

(e) To keep the fruit industry informed regarding council activities. 

(f) To obtain adequate publicity on all ae involving export of United 
States fruit and fruit products. 

(9g) To encourage and stimulate the activities ‘of all sections of the United 
States fruit industry to accomplish the purposes of the council. 

Although the council is interested in the subjects of your agenda: “(A) United 
States trade policy and the national interest” and “(B) the pattern of foreign 
trade,” we prefer to concentrate our attention on “topic C,” specific item (g), 
“restrictive trade practices engaged in by foreign countries.” 

We respectfully submit the following facts: 

Production and marketing of fresh and processed citrus and deciduous fruit 
is a highly important part of our national economy. Prewar exports of fresh 
and processed fruits ranked first among all food items and third among all 
agricultural commodities. 

The United States fruit industry has had a historical dependency on world 
markets and has a continuous need for exports of certain varieties, grades, 
sizes, and specifications, irrespective of whether or not a total surplus exists, 
if an orderly balanced marketing program is secured. 

The fruit industry has not asked for mandatory price support and has con- 
sistently endeavored to work out its own marketing problems by striving to 
reopen its prewar export outlets and by continuing to improve domestic markets. 
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Adequate distribution of fruit and fruit products can be accomplished if the 
industry has continuous competitive access to all world markets. 

Continuous access to world markets since the end of World War II has been 
hampered by actions of foreign governments, Such actions have included prefer- 
ential treatment to other sources of supply, monetary restrictions, embargoes, 
quotas and delays in licensing. Import licenses, when issued, have usually been 
on a temporary or seasonal basis and when the opportunity to market has been 
granted, some governments have imposed stipulations which have impaired or 
destroyed the value of the access. : 

Progress in eliminating these barriers has been discouragingly slow despite 
the keen interest and intensified efforts of the Departments of State and Agri- 
culture. 

Bilateral agreements between soft currency countries relative to trade in fruit 
and fruit products have largely superseded the GATT. 

Domestic protectionism of grower groups in some countries has been exerted 
beyond reason to the extent that consumers have been forced to pay exorbitant 
prices when domestic supplies were practically exhausted. 

The United States negotiating team is presently at, or en route to, Geneva, 
Switzerland, for another round of discussions of the GATT. As far as fruit is 
concerned, the major problem is not the reduction of tariffs; it is primarily the 
liberalization of trade. However, there are instances where high tariffs remain 
a deterrent to trade. 

The objective of this council is liberalization of trade in fruit and fruit prod- 
ucts in all foreign countries where dollar balance difficulties are not in fact a 
real problem. 

We respectfully urge that your committee aid our industry in every way possi- 
ble in obtaining its objective. The attached documents prepared by Foreign 
Agricultural Service indicate the type of restrictions, by countries, which pre- 
vent or seriously restrict trade in United States fruit and fruit products. Addi- 
tional copies of these documents may be secured from Foreign Agricultural 


Service, USDA. If you wish additional information in detail we will be pleased 
to supply it. 


Respectfully submitted. 


HAROLD ANGIER, 
Secretary, United States National Fruit Baport Council. 
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STATUS OF QUANTITATIVE ImMporT ConTROL OvEeR SELecTep UNiTrep STatTes AGrRI- 
CULTURAL Exports, 16 EUROPEAN COUNTRIES 


The lists, which have been prepared by the European Analysis Branch on the 
basis of information available as of August 15, 1956, show quantitative import 
restrictions on commodities important in United States agricultural exports to 
the different Huropean countries, or important both as agricultural import items 
in the countries concerned and as agricultural export items in the United States. 
Also shown are the principal commodities of interest to United States agriculture, 
whose importation from the United States has been “liberalized,” that is, freed 
from quantitative restrictions. 

It should be further noted that the term “state monopoly control” as used here 
covers what, so far as quantitative import restrictions are concerned, amounts 
to state trading in that the government participates in the management of the 
trade, rather than exercising control simply by giving or refusing individual 
importers permission to import, or by granting or withholding the necessary for- 
eign exchange. This government participation may be effected through state- 
owned monopolies, private monopolies under government supervision, semigov- 
ernmental agencies, groups of private traders that act for the government, or 
other mechanisms. 


AUSTRIA: STATUS OF QUANTITATIVE IMPporT ConTROL OveR SELECTED UNITED 
STaTes AGRICULTURAL Exports, AuGusT 1, 1956 


State monopoly control, and license and exchange controls: Wheat, corn, hogfat 
(including lard), and tobacco 

License and exchange controls: Oranges, grapefruit, apples, pears, and dried 
fruit 

Liberalized ; that is, no quantitative restrictions: * Vegetable oils,’ lemons, pine- 
apples, canned fruit juice,* and certain canned fruit * 





BELGIUM: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


License and exchange controls: Wheat and wheat flour, apples, pears, butter, 
evaporated milk, eggs, meat (salted, dried, or smoked), and lard 

Liberalized; that is, no quantitative restrictions:° Cotton, tobacco, corn and 
surghum, barley and oats, pulses, oilseeds, prunes and raisins, oranges and 
lemons, canned fruits, nuts, figs, flour and groats (except of wheat and rye). 
tallow, condensed milk, milk powder, poultry, and honey 





DENMARK: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


License and exchange controls: Wheat,® corn, canned fruit, dried fruit,’ citrus 
fruits, apples, and pears 

Liberalized, that is, no quantitative restrictions: * Cotton, tobacco, oilseeds, rice, 
hops, pulses, various seeds, feedstuffs (oilcake, bran, etc.), undressed hides and 
skins, and casings 





1Except for these items listed, there are no United States agricultural products of 
significance on the dollar-liberalization list. 

2 Olive oil, soybean oil, cottonseed oil, linseed oil. 

3 Not condensed, unsweetened (grapefruit and pineapple juices and mixtures). 

* Pineapples, guavas, grapefruit, and peaches. 

’ Liberalized items include some other United States agricultural products of lesser 
aeons than those listed. For many nonliberalized commodities licenses are granted 
reely, 

® Danish importers will during the period August 1, 1956—July 31, 1957, be permitted 
imports of wheat for food purposes from the United States and Canada against pegment 
in dollars in an amount corresponding to the Danish quota under International Wheat 
Agreement. 

7 For raisins licenses are granted freely. 

® Liberalized items include some other United States agricultural products of lesser 
importance than those listed here. 
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FINLAND: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control and license and exchange controls: Wheat and rye 
License and exchange controls: Corn, cotton, tobacco, dried fruit, canned fruit, 
lard, and tallow 


Nore.—All dollar agricultural products are subject to quantitative import restrictions. 





FRANCE : STATUS OF QUANTITAVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control, and license and exchange controls : Tobacco, wheat, corn, 
sorghum, edible fluid oils, and oilseeds yielding edible fluid oils 

License and exchange controls: Cotton, citrus fruit, dried fruit, nuts, apples, and 
pears 


Note.—The only United States agricultural export items liberalized (1. e., not subject 
to quantitative restrictions) are cotton linters and ramie. 





WEST GERMANY: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED 
STATES AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control, and license and exchange controls: Wheat, corn and 
sorghum, lard,’ butter, and meat 

License and exchange controls: Vegetable oils, edible; vegetable oils, not raw, 
for technical use (inedible); citrus fruit,? dried prunes and raisins** and 
fresh apples and pears 

Liberalized, that is, no quantitative restrictions : * Cotton, tobacco, oilseeds, vege- 
table oils, raw for technical use (inedible), hogfat and tallow for technical 
use, canned grapefruit, dried apples and pears, tomato juice and powder, and 
eggs without shells, and egg yolks: liquid, frozen, or dried 





GREECE: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control: Wheat 
Liberalized, that is, no quantitive restrictions: Oilseeds, vegetable oils, meats, 
dairy products, and cotton 
Note.—Except for wheat and flour, there are no quantitative restrictions on dollar 
imports of agricultural products, though applications for dollar exchange must be approved 


by the authorities who determine whether imports will be financed by United States pro- 
curement authorizations or by the dollar resources of the Bank of Greece. 


IRELAND; STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control, and license and exchange controls: Wheat, corn, sor- 
ghum, and butter 

License and exchange controls: Tobacco, apples, soybeans, flaxseed, and cheese 

Exchange control: Cotton 


Note.—aAll dollar agricultural products are subject to exchange control, but currently 
dollars are beiing made available automatically. However, the importation of many 
agricultural items remains prohibited except under license granted by the Department of 
Agriculture, the Department of Industry and Commerce (wheat flour and other wheat 
products), or the Revenue Commissioners (tobacco). 





1 After this list was completed, information was received that imports of fatback will 
be permitted under open tender, against free dollars, from August 18, 1956, to March 31, 
1957, and that all dried fruit except raisins and currans, all tree nuts, and fruit pulp, 
frozen in brine or water, have been liberalized. 

2 Except canned grapefruit. However, open-tender announcements, published February 
28, 1956, and subsequently amended, permit the import of fresh citrus fruit, juices, and 
some concentrates, against free dollars, until December 15, 1956, unless an unpublished 
total value limitation is reached prior to that date. 

®Imports of all dried fruits and nuts permitted under open tender, against free dollars, 
from September 1955 through December 1956. 

#In addition to these items listed the dollar liberalization list contains a few other 
products of some actual or potential interest to United States agriculture, such as: alsike 
clover and red top grass seeds; almonds; figs; dates; olives; fruit preparations in barrels 
with sugar or alcohol ; poultry fat ; and poultry liver. 
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ITALY: STATUS OF QUANTITATIVE IMPORT CONROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control, and license and exchange controls: Wheat and tobacco 

License and exchange controls: Cotton, corn, vegetable oils, oilseeds, and dried 
prunes 

Liberalized, that is, no quantitive restrictions:* Inedible tallow; cotton linters; 
hides and skins ; oilcake and meal; and fats from bones, kitchen and slaughter- 
house residues 


THE NETHERLANDS: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED 
UNITED STATES AGRICULTURAL EXPORTS, AUGUST 1, 1956 


License and exchange controls: Wheat and wheat flour, apples, pears, oranges, 
lemons and other citrus fruit, prunes, raisins, pulses, and lard 

Liberalized, that is no quantitative restrictions:* Cotton, tobacco, corn and 
sorghum, rye, barley, and oats, flour and groats, except of wheat and rice, 
oilseeds, raw vegetable oils, canned fruits, nuts and figs, canned vegetables, 
except tomatoes, frozen beef and mutton, poultry, and honey 


NORWAY: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control, and license and exchange controls: Wheat and corn 

License and exchange controls: Deciduous fruits and oranges 

Liberalized, that is, no quantitative restrictions:* Cotton, tobacco, oilseeds, 
lemons, grapefruit, raisins, prunes, hops, hides and skins, tallow, and casings 


PORTUGAL: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control: Wheat and tobacco 
License and exchange controls: Cotton 
Liberalized, that is, no quantitative restrictions:‘ Hops and ‘canned foods * 


SPAIN: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control and license and exchange controls: Cotton, wheat, 
tobacco, vegetable oils, and oilseeds 


NoTs.—All dollar agricultural products are subject to quantitative import restrictions. 


SWEDEN : STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED STATES 
AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control: Tobacco 

License and exchange controls: Wheat and flour, corn and other grains (except 
rice), soybeans, soybean oil, and apples and pears 

Transit dollar list:* Deciduous fruit except apples and pears and citrus fruit 


1 These items are the only important United States agriculturai export products on the 
dollar liberalization list. 

2 These items include some other United States agricultural products of lesser importance 
than those listed. For many nonliberalized commodities licenses are granted freely. 

* Except for these items there are no United States agricultural products of significance 
on the dollar liberalization list. 

* Except for these items listed, no dollar agricultural products of significance are on the 
dollar liberalization list. Though wheat and tobacco appear on the list, this is meaningless 
becanse of the existence of monopoly control over imports. 

5 Except unsweetened fruit. 

*For products on the “transit dollar list’ licenses are granted freely if payment is made 
in “transit dollars’ on which a premium of a few percent is paid, or, if procured in non- 
dollar countries, payment is made in the currency stipulated in Sweden's trade agreement 
vith that country. 
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Liberalized, that is, no quantitative restrictions:* Cotton, rice, dried fruit and 
nuts, canned fruit and juices, flaxseed, crude linseed oil, hops, and hides and 
skins 


SWITZERLAND: STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED 
STATES AGRICULTURAL EXPORTS, AUGUST 1, 1956 


State monopoly control, licenses (no exchange control) : Wheat, corn, rice, butter, 
lard, and vegetable oils, edible 

Liberalized, that is, no quantitative restrictions: Citrus fruit, tobacco, and cotton. 
Notrr.—There are no exchange controls on products from the dollar area, but in principle 


all imports of agricultural products that are also domestically produced are subject to 
some type of quantitative restriction in connection with domestic farm support programs. 





UNITED KINGDOM : STATUS OF QUANTITATIVE IMPORT CONTROL OVER SELECTED UNITED 
STATES AGRICULTURAL EXPORTS, AUGUST 1, 1956 


License and exchange controls: Citrus fruit, apples and pears, dried fruit, canned 
fruit and juices, meats, dairy products, and eggs 

Open individual license: * Wheat; corn; sorghum; cotton; tobacco ;* lard; vege- 
table oils, except cottonseed ; soybeans, flaxseed ; and dry white edible beans 

Liberalized, that is, under open general license:* Tallow, hides and skins, and 
cotton linters 


[Foreign Agricultural Circular, U. 8. Department of Agriculture, Foreign Agricultural 
Service, Washington, D. C., Sept. 12, 1956] 


ARGICULTURAL POLICIES IN WESTERN Europe * 


The Organization for European Economie Cooperation (OEEC) has just com- 
pleted a study which brings together and analyzes the agricultural policies of 
its member countries. With the active participation of its rejuvenated direc- 
torate for agriculture, the OEEC prepared statements and held hearings on the 
countries’ policies (at Paris, September 27 to October 28, 1955) in which dele- 
gations from each country answered questions and provided information addi- 
tional to that in the prepared statements. Subsequently, so-called appraisals 
were made by the directorate, with the help and under the watchful eyes of the 
delegations—a process which necessarily made for evaluations of uneven quality 
and for a somewhat gingerly handling of this part of the exercise. Nevertheless, 
the result of all this work is an interesting volume just published by the OREC 
as the first report of the Ministerial Committee for Agriculture and Food. The 
Council of the OEEC has given its approval to the volume and to the further 
examinations that are to take place. 


PURPOSE OF THE EXAMINATIONS 


The purpose of the examinations of agricultural policies is well stated by the 
program of work adopted by the Ministerial Committee for Agriculture and 
Food: 

“(a) To take stock of present Government policies, describe the direction 
in which the objectives and intentions of governments are tending to move; 
indicate that fields in which coordination of Government action might facili- 
tate the organization of the European agricultural market or reduce the 
difficulties encountered in some national markets; 


1 Except for these items, there are no United States agricultural products of significance 
on the dollar liberalization list. However, liberal granting of licenses is indicated for feed 
grains, oileake, soybeans, apples, pears, and salted horsemeat. 

2 Gives freedom to import from the dollar area without restriction for the time being 
but subject to individual importer licensing and recording. 

*For 1 year’s utilization, the manufacturers undertaking to limit the dollar proportion 
of their combined usings of light and oriental tobacecos for domestic consumption to 61 
percent, and to be as economical as possible in the use of dollar dark tobaccos, and of all 
dollar tobaccos for their export trade. 

* Except for these items listed, there are no United States agricultural export items of 
significance that are under open general license. 

* Prepared by the European Analysis Branch, Foreign Agricultural Service. 

* Agricultural Policies in Europe and North America, first report oft he Ministerial 
Committee for Agriculture and Food, OEEC, Paris, May 1956. 
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“(b) To arrange for a permanent confrontation of national policies and 
assess the conditions in which it might be necessary to extend the scope of 
its initial inquiries.” 

It is too early to say whether these confrontations will prove useful for the 
promotion of more economically efficient policies. But the experiment is inter- 
esting and deserves at least to be given a try. 


FINDINGS OF THE FIRST REPORT 


According to the findings of the report, the main problem of the agricultural 
economy of the European countries is the importance in it of small farm units, 
many of which do not have the natural, human, and economic resources that 
would permit the application of modern techniques of management. It is for 
this reason that, “in spite of the remarkable progress in production and produc- 
tivity registered in the last 6 years, there are still considerable difficulties to be 
overcome before a wider initiation into technical progress, the universal adop- 
tion of modern methods of cultivation and the economic education of the pro- 
ducer can bring about a fall in production costs, a better adoption of produc- 
tion to the needs of the consumer, and provide for each farm family a fair 
standard of living.” 

In their resolution of July 7, 1955, the Ministers had recommended that coun- 
tries should make the economically most efficient use of productive resources and 
bring about a freer and increased intra-European trade. They should further 
secure a reasonable degree of stability in agricultural markets without neglect- 
ing the need for continuous adjustments of production, which is now expanding, 
to changes in demand. The present report considers that policies and trends in 
agricultural output have not thus far conformed to these principles. 

“After passing the overall prewar average, production seems likely to con- 
tinue to increase, if only because of the constant improvement in techniques. 
Counties where there is a shortage try to direct this increased production into 
sectors where they are not yet self-sufficient, whereas countries which are tradi- 
tionally exporters and those which are fully self-sufficient endeavor to increase 
their outlets. On the whole, it may be feared that, contrary to the idea of a 
certain specialization, this tendency will bring about increasing difficulties in 
international trade.” These difficulties will become greater, the report goes on 
to say, if closer cooperation is not established between the countries, allowing 
for mutual advantages being obtained through increased specialization in pro- 


duction and through a greater exchange of food and agricultural products among 
them. 


THE REPORT’S RECOMMENDATIONS 


The Ministers believe that the countries must cooperate in the alinement of 
their policies in order that production patterns be adjusted in accordanee with 
the principle of better economy and more rational division of labor in European 
agriculture. This should be achieved by setting two primary goals for each 
country: (1) to insure that food and agricultural products are produced at the 
lowest possible cost; and (2) to insure an adequate standard of living in agri- 
culture, mainly by raising productivity and income per man. The efforts towards 
increased efficiency and increased income per man in agriculture, which the 
Ministers recommend, should concentrate on adjustments of production patterns 
and improvements of the farm structure, including the consolidation of seattered 
and uneconomie holdings, combined with a reduction in the manpower used on 
farms. 

The Ministers have devised an interesting set of questions in the light of 
which they would like to see present policies examined. ‘The answers to these 
questions should reeord the extent to which policies do or do not conform to the 
above principles. These are the questions that each government should ask 
itself - 

1. Does the present and expected agricultural output correspond with quanti- 
tative and qualitative developments in domestie and foreign demand so as not 
to create difficulties for the application of the more liberal trade policy recom- 
mended by the OKEC? 

2. Do the present stimuli given by the governments accord with the natural 
and structural farming conditions? 

3. Are the efforts tewards increased efficiency geared to increasing produc- 
tivity per man? 

4. Are steps being taken to promote the retraining of surplus agricultural 
workers to facilitate their integration into the industrial economy? 
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5. Are the regulations concerning imports of agricultural products sufficiently 
fiexible to allow internal prices and hence the production pattern and costs of 
production to be reasonably guided by price changes on external markets? 


FURTHER WORK 


The Ministers desire that the countries’ efforts be largely centered on increasing 
productivity, and propose that their joint programs over the next few years 
emphasize measures in the field of marketing, distribution, and consumption, 
and especially extension services and vocational training. Further consulta- 
tions among the countries are to help more directly to coordinate their policies 
in the interest of greater flexibility in production and intra-area trade. First 
among these examinations and consultations will be a review of present policies 
with regard to agricultural prices and income and their impact upon “the possi- 
bilities for achieving a gradual coordination of agricultural policies’”—meaning 
more specialization and more intra-area trade. Another joint study is to exam- 
ine aids to exports and the possibilities for their gradual elimination or at least 
limitation. 

A SUMMARY OF PRESENT POLICIES AND MEASURES 


The report, in its summarizing and evaluating chapters (part II), unfortu- 
nately is not well organized and does not give a succinct presentation of policy 
goals and policy methods as at present applied. Nor is it sufficiently systematic 
in its presentation of suggestions for desirable modifications in existing policies. 
From a survey of the country chapters (part I) and personal impressions gained 
at the confrontations,’ the following points may be distilled. They are focused 
upon those aspects of existing policies that are of especial interest to observers 
in the United States. 


A. Broad policy characteristics 

1. There probably is not a single case, among the countries examined, where 
lack of comprehension of fundamental economic issues is responsible for a policy 
defective from a strictly economic point of view. While the economics of the 
international division of labor are well understood, deviations from the most 
economically efficient policy appear to be almost the rule rather than the excep- 
tion. Obviously, the margin of a country’s economic well being, reserves to fall 
back on, and political and social stability are important factors in determining 
the deviations. All countries freely admit these noneconomic ends, and some 
even emphasize the political character of measures and decisions taken under 
the pressure to vested interests, which it would be unrealistic to think that 
governments can ignore. Frequently, there is a fear that drastic action to gain 
more productivity in the long run, which invariably would mean larger imports 
and, hence, also greater dependence upon exports and other foreign earnings, 
would be nullified by resistance of other countries to permitting these larger 
earnings. 

2. Virtues and vicissitudes of economic policy for agriculture appear more 
the result of circumstance than of intent. Thus, liberal policies in Denmark 
are facilitated by physical, social, and historical factors and required by agri- 
culture’s extreme export dependence. Sweden’s policy to eliminate uneconomic 
farms is aided by the fact that a substantial share of the farmers in the smallest 
size group is without resident children. The level of agriculture maintained in 
the United Kingdom, where net agricultural income consists in the main of 
government agricultural subsidies, is largely determined by considerations of 
national security. 

3. A further characteristic of basic policy lines, found to be more or less 
universal, is the quest for continuity, graduality, and elasticity of change even 
where change is recognized as an urgent necessity. Thus, the underdeveloped 
countries recognize the urgent need for industrial and general economic develop- 
ment, but they are determined that, pending substantial progress toward that 
more distant goal (and even as a means to achieve progress), agriculture must 
be made to produce more and to help the balance of payments. If this can be 
done with increasing agricultural productivity, so much the better; but done 
it must be, even if productivity increases cannot promptly be achieved on a 
substantial scale. Similarly, in developed countries, the goal of weeding out 
uneconomic farm units and transfer of population to more productive occupa- 


1The Chief of the European Analysis Branch participated in the confrontation hearings 
in Paris, October 1955. 
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tions is linked with the thought of transitional subsidy to make for smoother 
structural adjustment. Since graduality of change is a valid postulate, it would 
be unrealistic to expect more than gradual gains in basic improvements. Efforts 
to influence policies will be effective only if they aim to modify the objective 
circumstances that are such powerful determinants of country policies. 


B. Concrete aims 


1. More or less explicitly all countries aim to make agriculture a better con- 
tributor to the national income. The importance of raising productivity is well 
understood—as is the importance of extension and research for the attainment 
of this goal. General economic development through social overhead investment 
and secondary and tertiary industry is the great goal of underdeveloped coun- 
tries, with ramifications for agricultural productivity. Most industrial countries 
realize the need for further movement of population out of agriculture and for 
productivity gains through mechanization and rationalization. The importance 
of outside competition as a spur for achieving increases in productivity is less 
appreciated and often rejected. Yet, the thought of wholesome competition and 
alinement of markets is not entirely absent, even in countries that are not 
compelled by heavy export dependence to compete across borders. The wide- 
spread acceptance of the principle that prices should be made to cover the costs 
and reasonable income, not of the less efficient, but of well-managed farms of 
economic size, is proof of this. Income parity for agriculture is realized in the 
United Kingdom, and almost realized in Denmark and Sweden; elsewhere it 
appears to be only a distant aim or not a practical consideration. Through 
productivity and through artificial measures every country aims to make or keep 
its products competitive on the home market; and, where an export interest is 
involved, also on export markets. 

2. Increases in farm output, whether through greater productivity or other- 
wise, are definitely among the aims of underdeveloped countries. With the 
exception of France, the great industrial nations do not push total output as 
such, and do not seek either complete food self-sufficiency or development of 
permanent agricultural exports. The further development of markets for fruits 
and vegetables on a large scale in Western Europe is a persistent hope and a 
serious program objective of the Mediterranean countries. It is also in accord 
with economic commonsense and with the natural, social, and political factors 
in the areas concerned. 

3. Social and security aims of agricultural policy are concretely defined in 
most industrial countries. There are also other noneconomic goals of importance, 
such as conservation of natural resources and protection against natural hazards 
(Netherlands, Switzerland). The aims of social balance and national health 
also are real factors of policy in some countries (Switzerland, Austria, France, 
perhaps West Germany), and social goals of special consideration for the weak 
and underprivileged farmers are evident in the subsidy policies of the more 
well-to-do countries. 


C. Concrete measures 


1. In the pursuit of the aims that have been mentioned, a few concrete measures 
stand out as tools of policy. They are applied within the framework of a well- 
conceived and competently organized system in some countries (northwestern 
Europe, Switzerland), or in a stopgap and improvisatory fashion (France, 
Austria), or with less definite conceptions and inadequate facilities (Mediter- 
ranean countries). In nearly all countries import controls—through high 
tariffs, equalization fees, or quantitative restrictions—are of considerable im- 
portance, but in degrees varying by commodity. Government trading and trade 
monopolies are still widespread (France, Germany, Austria, Switzerland, Nor- 
way, Mediterranean countries), while assistance to exports through subsidies 
is on a modest scale, except in France and Turkey. Fixed or controlled prices 
for key products are a general feature in Europe; direct deficiency payments 
are important in the United Kingdom only. Producer subsidies, predominantly 
for small farms or those in disadvantageous locations, are observed in a number 
of countries, while subsidies for such input items as fertilizer, machinery, and 
motor fuel are widely applied. Consumer subsidies are in some cases given 
to offset the effect of high farm prices or as an alternative to producer subsidies. 

2. Land improvement, especially irrigation, is of great concern in the Medi- 
terranean areas. Land-reform programs, prominent in Italy, are only cautiously 
approached in Spain and Portugal. Consolidation of small and scattered hold- 
ings is needed, and attempted in greater or lesser degree all over Europe, but 
to be really effective would require more vigorous action and greater safeguards 
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against subsequent subdivisions. The problem is complicated by the high cost 
of land improvements necessary to make the whole operation a success. Re- 
search and extension services, farm-credit facilities, and technical rationali- 
zation of farming are everywhere aimed at, ranging from well-developed under- 
takings in the northwest to modest beginnings in the south. 


CONCLUSIONS 


A. Government management 


The examinations revealed a striking degree of government management of 
agriculture, including corporative management under government authority, even 
in countries that profess to have liberal economic philosophies. Standby au- 
thority exists everywhere that could put comprehensive controls into effect at a 
moment’s notice. So long as this condition prevails, little of real significance 
for world trade can happen without govérnment action or at least a positive 
government attitude. Thus “policy aids’ to exports will continue to be impor- 
tant in United States efforts to gain or retain foreign markets for agricultural 
products. The use of discriminatory import eontrols which are not based upon 
balance-of-payments considerations will require continued United States policy 
attention. 


B. Cartel ideas 


There is no evidence, either in the aims of OEEC country policies or in the 
measures applied in their pursuit, that Europe is ready for an integration of 
agricultural markets. No doubt there is a desire among European governments to 
accommodate the interests of their neighbors, so far as this can be done without 
significant interference with their own policy goals. Some danger exists, there- 
fore, as it always has, that the so-called green pool idea might degenerate into 
something akin to an intra-European cartel, with long-term contracts, price 
agreements, import calendars, ete., excluding supplies from outside the area 
so long as intra-area supplies are available whether or not economically or com- 
petitively produced.* The thought of “area economy” and “area preference” 
seems irrepressible. The emphasis is on “intra-area specialization,” on “freer 
and increased intra-European trade.” It was notable, however, that in the 
examinations member countries generally did not represent bilateral arrange- 
ments as an integral part of their policy. 


C. Momentum of Production 


Another interesting point made in the report is worthy of special note. It is 
the thought that production more or less automatically tends to increase be- 
cause of the constant improvement that takes place in techniques. A similar 
point was recently made in the seventh session of the Committee on Agricul- 
tural Problems of the Economic Commission for Europe held in Geneva July 
2-6, 1956.2. It is what might be called a momentum theory of agricultural expan- 
sion. Once new techniques break through the barrier of ignorance and psycho- 
logical resistance and once the profitability of more advanced farming (ferti- 
lizers, improved seed material, plant protection, livestock management, mechani- 
zation) becomes more widely understood, the new insight snowballs in its ap- 
plication and the increase in output acquires a momentum of its own even if no 
further deliberate attempts are made to help it along. In other words, once a 
trend has established itself it tends to continue even without deliberate further 
rromotion. 

There appears to be considerable merit in this contention which must be 
taken into account in any realistic appraisal of the prospects for agricultural 
output in Europe. It must also be noted, however, that without maintenance 
of existing policies the “momentum” would not be nearly as great as it is. For 
example, farm-price levels are usually maintained despite increases in pro- 
ductivity; or fertilizer and machinery subsidies continue unchanged despite 
realized profitability of application. It is not probable that many governments 
will be quick to reduce these benefits because of increases in productivity that 
are difficult to measure and, in their quantitative impact upon the various seg- 
ments of agricultural producers, almost impossible to prove. The basic thought 
of this “momentum theory” is also stated, though in somewhat different terms, 
in Postwar Development of Agricultural Production and Food Consumpfion in 


1Cf., Agricultual Integration in Europe, Journal of Farm Economics, November 1953. 
*Mr. Henry Jacoby, in a discussion of the outlook for dairy products. 
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Western Europe,’ where the factors that have played a major role as determinants 
of the postwar expansion of agricultural output in Europe are briefly referred 
to. “It is clear that economic policies and general economic development have 
exerted a great influence. Yet it is also clear that the progress of technology has 
been a separate and powerful force. It was not only favorable price-cost rela- 
tionships or the availability of capital that brought about the application of 
better farming techniques ; interest in technology as such has become a factor, and 
has tended to raise output per unit of input, thus itself improving price-cost 
relationships and reducing the capital-output ratio.” It is probable, in any case, 
that at least a certain “momentum” of expansion is likely to operate in Europe 
for some time to come. It would be all to the good if OEEC’s efforts to emphasize 
specialization in accordance with productivity, and productivity per man rather 
than per acre, helped to channel these increases into a pattern which would more 
nearly accord with the principles of a reasonable international division of labor— 
not only within Europe but throughout the world. 


0. Increased competition 


In the past few years European markets have become more competitive. And 
if the agricultural policies of increasing productivity and better coordination 
make headway, non-European suppliers will face further sharpening of compe- 
tion. Therefore, the purely commercial factors of price, quality, and “com- 
mercial convenience” will play ever-increasing roles in determining the chances 
for American agricultural products in European markets. The greater the 
advantages of buying in America, the less will importing countries be inclined to 
burden their economies with unnecessary costs in buying elsewhere. 


D. The wider framework 


The basic and hard-core character of most agricultural and trade problems 
limits the prospect of any substantial modification of agricultural policies in 
favor of freer international trade, unless there is modification of the underlying 
determinants of these policies. Here American agricultural export interests must 
look to general foreign and economic policies. General United States trade poli- 
cies, our policy for economic assistance and for economic development abroad, and 
our influence for international tranquillity have an important bearing upon the 
size of American agriculture’s overseas markets. 





ToBacco ASSOCIATES, INC., 
Washington, D. C. October 15, 1956. 
CHAIRMAN, SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE 

AGREEMENTS, 

House Ways and Means Committee, 

House of Representatives, Washington, D. C. 


DeaAR Sirk: Enclosed you will find a statement which we would like to submit 
relative to the investigation your subcommittee is conducting on customs, tariffs, 
and reciprocal-trade agreements. 

Sincerely yours, 


J. B. Hutson, 
STATEMENT SUBMITTED By ToBacco ASSOCIATES, INC., WASHINGTON, D. C. 


Approximately 400,000 farm families in the States of Virginia, North and 
South Carolina, Georgia, Florida, and Alabama produce flue-cured tobacco. Most 
of these families depend almost entirely on the income from tobacco production 
for their livelihood. 

Approximately one-third of the flue-cured tobacco produced in the United 
States is exported. This means that the flue-cured-tobacco farmers have a large 
stake in international trade. Any action taken by the United States which affects 
adversely United States foreign trade also affects adversely the flue-cured- 
tobacco producers. Conversely, any action on the part of the United States which 
affects favorably our foreign trade benefits flue-cured growers. 

At the last annual meeting of the membership of Tobacco Associates which was 
held in Raleigh, N. C., on March 6, 1956, the following two resolutions regarding 
foreign trade were adopted: 





1U. S. Department of Agriculture, Foreign Agricultural Service, FAS—M-—7, June 1956. 
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I, INTERNATIONAL TRADE ORGANIZATION 


“Whereas more than one-third of the total flue-cured tobacco produced in the 
United States is exported ; and 

“Whereas the value of flue-cured tobacco exported annually amounts to $250 
million to $300 million ; and 

“Whereas the level of flue-cured tobacco exported from the United States is 
affected by the level of international trade between free countries ; and 

“Whereas the General Agreement on Tariffs and Trade is an international 
instrument which has been used effectively for several years in promoting and 
increasing international trade; and 

“Whereas there is a definite need for the establishment of a permanent inter- 
national organization to handle the administrative affairs connected with the 
General Agreement on Tariffs and Trade; and 

“Whereas such an organization has been proposed and recommended to the 
United States Congress by the present administration: Now, therefore, be it 

“Resolved, That we, as the membership of Tobacco Associates, Inc., repre- 
senting the producers, warehousemen, and leaf exporters of flue-cured tobacco 
and the bankers, merchants, and fertilizer manufacturers in the flue-cured pro- 
ducing area, recommend and urge that the United States Congress enact legisla. 
tion that will permit the United States to accept membership in such an organiza- 


——= 


tion. Such legislation is now before the Congress in the form of H. R. 5550." 


II. CUSTOMS SIMPLIFICATION LEGISLATION 


“Whereas more than one-third of the total flue-cured tobacco produced in the 
United States is exported ; and 

“Whereas the value of flue-cured tobacco exported annually amounts to 250 
to 300 million dollars ; and 

“Whereas the ability of foregin manufacturers to buy our tobacco is often 
limited by the ability of manufacturers of commodities in their countries to sell 
their commodities in the United States ; and 

“Whereas customs simplification legislation now before Congress would in 
some cases facilitate the sale of foreign commodities in the United States: Now, 
therefore, be it 

“Resolved, That we, as the membership of Tobacco Associates, Inc., represent- 
ing the producers, warehousemen, and leaf exporters of flue-cured tobacco and 
the bankers, merchants, and fertilizer manufacturers in the flue-cured producing 
area, recommend and urge that the United States Congress enact legislation that 
will simplify and modernize our outdated and antiquated customs procedures 
such as is provided for in H. R. 5040 which has already passed the United 
States House of Representatives.” 


STATEMENT OF ERNEST FALK, NORTHWEST HORTICULTURAL COUNCIL, ON FOREIGN 
TRADE AND TRADE POLICIES—RESTRICTIVE TRADE PRACTICES 


The Northwest Horticultural Council, with offices at 1002 Larson Building, 
Yakima, Wash., represents more than 9,000 growers of apples, pears, and other 
deciduous fruits in Oregon and Washington and the packers, marketers, and 
shippers of these fruits. In addition to the growers, thousands of employees are 
engaged in producing and harvesting the crops. Additional thousands are em- 
ployed in warehouses in sorting, packing, and preparing the fruit for shipment. 

The Northwest Horticultural Council has on many occasions supported the 
extension of the Trade Agreements Act by statements to and appearances before 
the Ways and Means Committee. A statement of Ernest Falk to the Ways and 
Means Committee on H. R. 1, dated January 28, 1955, sets forth the position 
of this industry in some detail. Our letter of March 23, 1956, to Hon. Jere Cooper, 
chairman of this committee, re H. R. 5550 also sets forth our position. Instead 
of repeating the text of those statements in detail, thereby increasing the record 
of this hearing, we respectfully refer to the committee and its staff to those 
statements which are included in the respective records of those hearings. 

The apple and pear industry of the Northwest and of the entire United States 
is vitally interested in foreign trade. Prior to World War II, 29 percent of our 
Northwest apples and 44 percent of our winter pears were exported. During 
this same period, from 10 to 17 percent of all apples grown in the United States 
were exported. In recent years, only 2 or 3 percent of the United States apple pro- 
duction has been exported. This is shown on page 1 of the exhibit attached 
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hereto. Page 2 of the exhibit shows fresh apple exports from the United States, 
by destination. It shows that in the last 4 years our apple exports have aver- 
aged less than 25 percent of the 1934-38 average. Our exports to Europe during 
this period have averaged less than 10 percent of the 1934-38 average. Exports 
of pears, particularly to Europe, have similarily declined and are shown on 
age 3. 

' In our statement dated January 28, 1955, the importance of the European 
market which prefers small size apples and pears which are not in demand in 
the United States and, therefore, complements the domestic demand, was ex- 
plained in detail. There is a demand and a market for our fruit in Europe, 
This demand is largely for sizes and for varieties not in favor in our domestic 
market ; many of these were planted for the export market. 

Prewar, United States fruit ranked third in importance amongst United States 
agricultural exports, being exceeded in value only by cotton and tobacco. 

Our industry for years supported the principles of multilateral trade. We 
note that the United States has generally complied with its obligations under 
the GATT, while foreign countries too frequently negatived the concessions in 
duty on fresh fruit by imposition of arbitrary barriers such as licensing, quotas, 
seasonal restrictions, and complete exclusion. Immediately following the end 
of World War II, there was some justification for restrictions because of cur- 
reney problems. Since then, some foreign countries, at the behest of their 
protectionist-minded growers, under the guise of dollar shortages, have continued 
to impose arbitrary restrictions. As these countries approached convertibility 
and the excuse of dollar shortage became unavailable, they have continued to 
discriminate against United States fruitgrowers by unilateral action. They 
have imposed restrictions and placed the United States in the position of asking 
or begging them to live up to their obligations and to give United States fruit- 
growers the right to compete, which we are legally entitled to. There are no 
such restrictions, other than very low tariff rates, on foreign-grown fruit enter- 
ing the United States. The effect of these actions is shown by page 2 of the 
attached exhibit. Despite the fine work of the United States Department of 
Agriculture and the recently increased efforts of the State Department, we have 
been almost completely excluded in too many instances. 

At the same time, while fruits were being shut out of many markets, the 
United States has generally complied with its GATT and other international 
trade obligations. When it became necessary to impose restrictions because of 
domestie programs, the United States voluntarily acknowledged the situation 
and made compensating allowances. 

We submit for this committee’s consideration that reciprocal trade should 
work both ways. We believe the United States should insist that these foreign 
countries acknowledge their obligations and bilaterally agree with the United 
States when they need and are entitled to an exemption, instead of initially 
naking a unilateral determination and thereby placing on the United States 
the burden of proving a violation. Instead of conceding that the foreign coun- 
tries have done us a favor when they grant limited access, we should insist that 
they acknowledge and meet their obligations and request permission from the 
United States to impose barriers when needed and justified under the terms of 
GATT. If the United States is to continue supporting the GATT and the prin- 
ciples of multilateral trade, we should insist that other countries recognize and 
live up to their obligations and that when they require exemption or release from 
their obligations, it should be multilaterally or bilaterally agreed to, instead of, 
as in the past, being established by their unilateral determination. If this posi- 
tion is adopted by, and insisted on by, the United States, some of the arbitrary 
harriers would be removed and the United States fruit industry given its right- 
ful place to compete with other exporting countries. This would be reciprocal 
trade as conceived by the planners of our foreign-trade policy. 
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Apples: United States production, exports as percent of production, year 
beginning July 1 


} ——_ 


Production | Fresh exports Total exports (including 
processed) in terms of fresh 


Source: U. S. Department of Agriculture. 


1,000 bushels | 1,000 bushels 


139, 915 | 
210, 447 | 
225, 029 
135, 104 
233, 351 
201, 720 
181, 215 
155, 365 
161, 484 
140, 632 
206, 688 

95, 638 
189, 425 
180, 915 
160, 457 
152, 424 
229, 656 
115, 708 
177, 813 
135, 102 
156, 623 
205, 404 
146, 809 
148, 640 
106, 005 
140, 398 

98, 025 
153, 169 
105, 718 
139, 247 
111, 436 
122, 217 
126, 707 

87, 310 
121, 266 

66, 796 
119, 410 
113, 041 

88, 407 
133, 742 
124, 488 
110, 660 

92, 489 

92, 877 
111, 765 
106, 234 
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Foreign Agricultural Service. 
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1,000 bushels 
8, 343 
12, 195 
12, 513 
9, 415 
13, 266 
6, 764 
6, 731 
2, 286 
7, 487 
4, 876 
10, 628 
5, 095 
7, 138 
16, 921 
12, 970 
15, 174 
26, 731 
13, 168 
29, 488 
14, 595 
26, 687 
23, 486 
20, 338 
19, 119 
12, 310 
18, 319 
10, 693 
15, 649 
18, 021 
6, 403 
1, 446 
4, 131 
2, 092 
2, 942 
2, 971 
2, 009 
7, 135 
3, 502 
1, 669 
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Apples, fresh: Exports from the United States by country of desination, averag: 
1925-38, annual 1951-55 


{In thousands of bushels] 


| Year beginning July 1 


| Average | Average | 
| 1925-29 | 1934-38 


Country of destination 


1951 | 1952 | 1953 | 195 


Europe: 
United Kingdom 


France. 
Germany, Western 


1,109 | 
4 
175 


Netherlands 
Sweden. .....-. 
Belgium-Luxembourg.---......-...-.--- 
Finland 

Switzerland 

Norway 

Denmark 

Other Europe 


131 


"SONS Sh Gs Siti ii 








Latin American Republics: 
Argentina 


Dominican Republic 
Mexico 

Venezuela 
Colombia - -- -- = 
Panama, Republic of 
Panama Canal Zone _ ------- 

Other Latin American Republics. ----| 


455 | 


297 | 
1l | 
34 | 
14 
155 
46 j 
13 | 
52 | 
28 
109 
128 | 


316 
30 | 
181 
23 | 


Netherlands Antilles__.............---- 
British Malaya 

Ceylon 

Israel-Palestine 

Hong Kong 


Indonesia. ---.--- ; 
Philippines, Republic of 
Egypt. -----.-- 

Other. 





1,494 | 2,054 | 


14, 602 


10, 017 


2, 155 


111 months only (July-May). 

? Less than 500. 

3If any, included in ‘“‘Others.’”’ 

‘ Mostly Ireland. 

5 Included in Republic of Panama prior to January 1938. 


Source: U.S. Department of Agriculture, Foreign Agricultural Service. 


Compiled from official records 
ofthe Bureau of the Census. 
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Pears, fresh: Exports from the United States, by country of destination — 
average, 1927-38 ; annual, 1951-55 


[In thousands of bushels] 


— 
Year beginning July 1 


Country of destination 


|Average|Average 1951 1952 1953 | 1954 
1927-29 | 1934-38 | 


Europe: 
United Kingdom 
France 
Germany # 
Netherlands - 
Sweden... Ws 
Belgium and Luxembourg 
Finland 
Norway 








Latin American Republics: 
Brazil 
Cuba 
Mexico 
Venezuela 
Others - - 





239 | 
Other countrics: 
Canada. SLs ; 519 | 364 | 149 356 306 | 
Others... -- | ‘ 122 23 6 | 





Cee OAL cn cee A Canaan 1, 306 2, 647 682 7 743 | 
| 





111 months (July-May). 

2 Less than 500 bushels. 

3 Included in ‘‘Others’’, if any. 

4 West Germany, after Jan. 1, 1952. 


STATEMENT OF Kart D. Loos 


AGRICULTURE AND FOREIGN TRADE—SECTION 22 AND CONGRESS VERSUS GATT AND 
STATE DEPARTMENT 


My name is Karl D. Loos of Washington, D. C. I appreciate the August 29 
invitation of the subcommittee to testify at its recent public hearings on the 
broad subject of agriculture and foreign trade and regret that my previous 
arrangements would not permit my appearing personally at the hearings. I am 
submitting this statement for the record in lieu of a personal appearance. 

Since many outstanding witnesses have appeared and commented at length 
on the broader aspects of the various subjects, related to agriculture and foreign 
trade, listed in the letter of August 29, I believe this statement will be of most 
service to the committee if it is limited to a discussion of section 22 of the Agri- 
cultural Adjustment Act of 1933, as amended, and related subjects. Section 22 
is one of several import relief provisions of existing agricultural legislation and 
foreign trade legislation. These import relief provisions are designed to provide 
relief to domestic agricultural programs and to American farm producers (and 
other domestic industries) facing serious competition and threatened injury from 
excessive imports. Examples of such import relief provisions are: 

1. Section 22 of the Agricultural Adjustment Act of 1933, as amended: 
2. The Peril Point (secs. 3 and 4 of the Trade Agreements Extension Act 
of 1951, as amended) ; 
. The Dscape Clause (secs. 6 and 7 of the Trade Agreements Extensiou 
of 1951, as amended) ; 
. The Anti-Dumping Act of 1921; 
5. The Countervailing Duty Statute (sec. 303 of the Tariff Act of 1930): 
. The Unfair Trade Practices in Import Trade provision (sec. 337) of the 
Tariff Act of 1930; and 
7. Section 336 (The flexible-cost of production-tariff provision) of the 
Tariff Act of 1930. 
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The lack of proper and effective administration and enforcement of these 
tmport relief provisions in existing law covers a wide field upon which the Ways 
and Means Committee and the Senate Finance Committee have heard considerable 
and growing complaints from domestic industries in various foreign trade hear- 
ings in recent years. In the interest of conserving record space, I will not 
attempt to comment on all of them in this statement. However, I hope that the 
subcommittee’s staff may have time to give consideration to the following state- 
ments which have been made by me or by my partner, John Breckinridge, at 
previous public hearings held by the Ways and Means Committee and the Senate 
Finance Committee in connection with previous consideration of trade agree- 
ment or other foreign trade legislation: 

Finance Committee hearings, H. R. 1612, Trade Agreements Extension 
Act of 1951, pages 885-914. 

Ways and Means Committee hearings, H. R. 4294, Trade Agreements Ex- 
tension Act of 1953, pages 824-841. 

Ways and Means Committee, H. R. 1, Trade Agreements Extension Act of 
1955, pages 1964-1978, and 2302-2307. 

Finance Committee hearings, H. R. 1, Trade Agreements Extension Act 
of 1955, pages 1489-1513 and 1514-1527. 

Ways and Means Committee hearings, 1956 on H. R. 5550, Organization for 
Trade Cooperation, pages 198-216. 

These previous statements before your committee and the Senate Finance 
Committee all relate to the procedures and executive administration (or lack 
thereof) of these import relief provisions and what I believe to be the failure of 
the executive branch of Government to carry out the intent of Congress as re- 
flected in the legislative history relating to the enactment of, and subsequent 
amendments to, these import relief provisions. 


NO INCONSISTENCY IN AGRICULTURAL AND FOREIGN TRADE LAWS AS ENACTED BY 
CONGRESS 


It has been suggested that there may be a conflict between our agricultural 
legislation and our foreign trade legislation, and your invitation requesred 
comment on such possible conflict. This suggestion of possible conflict is doubt- 
less founded upon what appears to be a conflict in the goals or objectives of such 
legislation. 

Certain agricultural legislation has as its goal the protection of American farm 
producers through price support, marketing order, loan, purchase, direct pay- 
ment to producers and other programs undertaken by the Department of Acri- 
culture designed to maintain American farmers on a price, income, and stand- 
ard of living parity with other American producers—above comparable stand- 
ards abroad. Certain foreign trade laws have as their goal the expansion of 
foreign trade—increased imports and increased exports. If both objectives 
were sought to be attained without any limitations or restrictions whatever, 
conflict would unquestionably arise. But Congress has not conferred such 
unlimited authority. The efforts to expand foreign trade are clearly and pre- 
cisely limited by the requirement that increased imports shall not interfere with 
American agriculttural programs or otherwise injure domestic producers, 
whether agricultural or industrial. So, the conflict, in my opinion, is not in- 
herent in our laws relating to agriculture and foreign trade. I believe our 
legislation is entirely consistent. The seeming inconsistency arises solely out 
of the unwillingness of the executive branch of Government, for many years, 
to fairly and effectively administer the import relief provisions of our foreign 
trade and agricultural laws in accordance with what seems to me the very clear 
intent of Congress. 

While section 22 is the most important provision so far as agricultural pro- 
ducers, and our agricultural price support, marketing order and other programs 
are concerned, the American farmers are also vitally interested in the other 
import relief provisions in existing laws such as the escape clause, which has 
a specific legislative provision for prompt emergency action in case of perishable 
agricultural commodities, the Antidumping Act of 1921 and others enumerated 
above, 

As pointed out above, I do not feel that there is any conflict between our azri- 
cultural legislation and our foreign trade legislation which has not been recog- 
nized and provided for by the Congress. The possibility of conflict in admin- 
istering these two sets of laws enacted by Congress arises out of the fact that we 
have a long standing agricultural program prescribed by Congress which is 
designed to maintain the American farmers’ prices and income on a parity with 
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the very high standards of living achieved in the United States in all branches 
if industry. This agricultural legislation, most of which is mandatory and 
administered by the Secretary of Agriculture, tends to, and actually does, main- 
tain American farm prices at above world price levels. 

Whenever these agricultural programs are successful, which they usually 
are, in maintaining American agricultural prices above the world price levels 
for the same commodities, the program acts as an artificial and unnatural 
magnet drawing foreign agricultural commodities to the American market and 
out of their normal channels of trade where they would normally flow to con- 
Sumers in their own home market or other foreign markets. These agricultural 
programs naturally tend to draw to the United States market agricultural com- 
modities which we do not need and of which we usually have a surplus. 

In its earliest legislation providing for such agricultural programs, the Con- 
gress recognized this factor and enacted section 22 of the Agricultural Adjust- 
ment Act of 1933 (as amended in 1935) which was carefully designed to limit 
imports of agricultural commodities when such programs tend to disrupt the 
normal channels of world trade in agricultural commodities and when such 
abnormal imports tend to interfere with the successful operation of the Ameri- 
can farm programs. 

On the other hand, we have a long-established legislative foreign trade policy 
of encouraging the maximum beneficial expansion in foreign trade (both imports 
and exports), including agricultural commodities, so long as imports do not 
cause or threaten serious injury to American producers or interfere with Ameri- 
can legislative programs which tend artificially to maintain American prices 
above the world price levels for similar commodities. To me there seems to be 
no inconsistency whatsoever in this agricultural legislation and foreign trade 
legislation. Any seeming inconsistency arises out of the disparity in wage, price 
and living standards between the United States and some foreign countries. 
Possible conflicts have been recognized by Congress and provision made therefor 
in section 22 and other import relief provisions. 

So long as the United States continues to have legislation such as minimum- 
wage laws, agricultural, or other price support programs (such as subsidies to 
shipping, inland transportation, mining and industries, etc.), designed to main- 
tain and actually maintaining American wage and price standards above the 
comparable standards in one or more foreign countries producing the same 
products, there will, of necessity, be a tendency to artificially magnetize foreign 
products and services: (1) toward the United States’ market and (2) out of 
their normal channels or world trade and (3) away from other world markets 
and consumers where they are needed at the lower costs and prices at which they 
can be and are produced abroad. So long as we have this artificially and legis- 
latively maintained disparity in wage standards, price standards, and living 
standards, we must of necessity have laws which exercise some reasonable, but 
prompt and effective, control and limitation upon the abnormal flow of goods 
artificially attracted to the higher priced United States market. Congress has 
recognized this necessity for some control over foreign trade and has provided 
therefor in section 22 and the other import relief provisions referred to above. 
These import relief provisions, particularly section 22, have been repeatedly 
amended and strengthened by Congress to make them more effective. As Con- 
gress has discovered substantive or procedural defects, it has acted promptly 
to correct them. The congressional policy has been made abundantly clear, 
although frequently over the objection of the executive branch of Government, 
which even now appears reluctant to carry out the directives and mandates of 
Congress. 

The problem is simple and fundamental. So long as we do not have the 
completely free movement, across national borders, of all the factors of pro- 
duction, such as labor and eapital, we just simply cannot have the completel) 
free movement of commodities. 


SEEMING CONFLICT ARISES OUT OF REFUSAL OF EXECUTIVE BRANCH TO PROPERLY 
ADMINISTER IMPORT RELIEF LAWS 


Where our legislation gives some discretion to the executive branch of Gov- 
ernment (the President) as it does in most of our foreign trade legislation (pzr- 
ticularly the relief provisions referred to above, with the exception of sec. 22) 
this gives occasion for a possible conflict between the administration of our a¢- 
ricultural (and other domestic legislation) and our foreign trade legislation. 

Since 1934, the executive branch of Government has been strongly opposed to 
most of the domestic industry import relief provisions written into our agricul- 
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tural and foreign trade legislation by the Congress. The Congress has adopted 
them, and their strengthening amendments, over the objection of the adminis- 
tration. Consequently, wherever the President and the executive branch (which 
means the State Department in the final analysis) has any discretion in ad- 
ministering these import relief provisions, there arises a seeming conflict be- 
tween the two sets of laws. 

However, this conflict is solely one of administration and enforcement rather 
than a conflict inherent in the legislation itself. This conflict in the adminis- 
tration of these two sets of laws becomes most apparent through and is most 
publicized by our own State Department which originally opposed and now 
openly criticizes any effective administration of these laws of Congress, such 
as section 22 and the escape clause. Upon careful and searching investigation, 
the subcommittee will find that the State Department and our representatives 
abroad have actually encouraged foreign countries to criticize any effective 
administration of these import relief provisions and to claim that they are in- 
consistent with what they conceive to be our free trade program as announced to 
foreign countries by the State Department. The State Department has grossly 
misrepresented to foreign countries our import relief laws and the power of 
modification it claims to have. Then, once a foreign country has stated a criti- 
cism of an import limitation imposed by the President under one of these laws, 
or has denounced the law itself or the Congress for enacting it, the State De- 
partment repeats the foreign criticism with approval. The State Department 
uses such induced foreign criticism as propaganda and lobbying material to get 
the Congress to repeal or modify the law, or to convince the President that he 
should not invoke the import relief law in accordance with the congressional 
intent. 

The State Department has not properly explained our import relief provisions 
to foreign countries or the reasons why Congress adopted them. On the con- 
trary, the State Department has misrepresented the intent of Congress in en- 
acting such laws. The section 22 waiver which the State Department recently 
asked of GATT for the temporary permission to operate our section 22 consti- 
tutes a most alarming example of this willingness on the part of the executive 
branch to belittle and undermine our laws and to use foreign critics to pressure 
the Congress or the President into modifying or nullifying our import relief 
laws or to make them subservient to the State Department’s executive inter- 
national agreements, such as GATT. I discussed this section 22 waiver which 
our State Department improperly sought from GATT, in more detail in my state- 
ment before the Ways and Means Committee earlier this year during its hearings 
on the Organization for Trade Cooperation (OTC). See pages 198-216 of printed 
hearings on H. R. 5550. 

The clarity and, I believe, complete consistency of our domestic agricultural 
and foreign trade legislation as written by Congress, with the seeming conflict 
arising only out of the executive branch’s unwillingness to properly administer 
such laws, is very well illustrated by the history of section 22 and the admin- 
istration’s attempt to discredit, modify or nullify it through executive action and 
through agreement with foreign nations in GATT—an attempt to discredit and 
nullify section 22 by improper and unauthorized executive foreign agreements. 


LEGISLATIVE HISTORY OF SECTION 22 AND ITS ADMINISTRATION BY THE EXECUTIVE 
BRANCH 


I will attempt to review briefly the legislative history of section 22 as origi- 
nally enacted and the several clarifying and strengthening amendments hereto. 
I will also discuss the manner in which the executive branch of government has 
consistently refused to effectively administer section 22 and the resulting circum- 
vention and nullification of the intent of Congress at every turn. 

The reasons for and the purposes and intent of section 22 cannot be better 
stated that they were by Secretary of Agriculture Benson in his statement be- 
fore the Ways and Means Committee in April of 1953 in connection with the 
committee’s consideration of H. R. 4294, the Trade Agreements Extension Act 
of 1953. The following is quoted from Secretary Benson’s statement appearing 
at pages 726-728 of the printed record of such hearings. 

“T recently recommended to the Senate and the House Agricultural Commit- 
tees that the Reciprocal Trade Agreements Act be extended. 

“At the same time I indicated that import controls should be provided for 
those United States agricultural products which were under price support, and 
recommended that section 22 of the Agricultural Adjustment Act of 1933 be 
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strengthened so as to make this possible. Let me review for you the conditions 
that made these recommendations advisable. 

“We, in agriculture have in operation, as a consequence of congressional action, 
various price-support programs. Many of the commodities included in these 
price-suport and marketing-order programs are subject to substantial import 
competition. In many cases the price-support level is substantially above the 
world market price, even after allowance for the customs duties assessed against 
imports. When that happens, imports are attracted to this country from all 
over the world, including areas whose products would normally be exported 
in whole or in part to other countries where they may be badly needed. But 
the price-support level in this country acts like a powerful magnet to draw 
these commodities out of their normal flow in international trade. When we 
seek to limit the effect of this influence, we are simply seeking to diminish or 
avoid the distortion of trade by the stimulus of an artificial influence, such as a 
price-support program. ; 

“T am sure the Congress would not enact a statute making mandatory the 
support of the world price of agricultural commodities at 90 percent of Ameri- 
can parity. Yet that is what the present mandatory support mean if we do 
not have a readily available and effective method of controlling imports of 
those commodities or products whose prices are maintained here above world 
levels by price-support or marketing-order programs. Our price-support activi- 
ties, already costly, would become much more expensive. 

“In recognition of the fact that a stimulation of imports can impose an 
intolerable burden on a price-support program, the Congress enacted section 
22 of the Agricultural Adjustment Act. This section provides for the imposi- 
tion of import quotas or import fees whenever imports of any agricultural com- 
modity or product thereof render or tend to render ineffective or materially 
interfere with any price-support or marketing order (or certain other) program. 
This is permanent legislation. 

“Although section 22 was originally enacted in 1935, it was very little used. 
It calls for investigation by the Tariff Commission after recommendation by 
the Secretary of Agriculture. Only 5 such investigations have been instituted 
in the past 17 years. Experience has shown that these investigations are 
usually long-drawn out and this procedure has proved to be wholly ineffective 
to meet the problem. 


* * * * * * * 


“Because of the failure of the executive branch to use section 22 in such a 
manner as to achieve the objectives of its enactment, Congress enacted section 
104 of the Defense Production Act. This section applies only to certain fats 
and oils, butter, cheese, and other dairy products, peanuts and rice and rice 
products. 

“It requires that imports of such commodities shall be limited to such quanti- 
ties as the Secretary of Agriculture finds will not (1) impair or reduce domestic 
production below current levels or such higher levels as deemed desirable; (2) 
interfere with orderly domestic storing and marketing; or (3) result in an 
unnecessary burden or expenditure under a price-support program. 

“The control of imports under section 104 is prompt and effective. But it has 
been subjected to severe criticism on the ground that the procedure is arbitrary 
in character, and it has been the source of much friction in international rela- 
tions. It requires the imposition of more drastic import restrictions than would 
be required simply to protect our price-support programs. 

“We feel strongly that Congress intended section 22 to be used, and used 
effectively whenever necessary to protect price-support and other programs. 
The statutory history clearly so indicates. Section 22 can be made an effective 
instrument by improved administrative procedures and by supplementing it 
with authority, in an emergency, to impose the quotas or import fees within the 
limits specified by the section, on an interim basis pending decision by the Tariff 
Commission and action by the President. So strengthened, section 22 would 
assure the protection of the Department’s price-support and other programs 
against interference or nullification by the distortions in international trade 
which such programs are likely to create. 

“Furthermore, under this procedure the import restrictions which are necessary 
to protect our price-support programs would be subject to deliberations in which 
all parties could be heard rather than being imposed arbitrarily as is now the 
case. This would be in harmony with the policies embodied in the reciprocal 
trade agreements. — 
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“The Tariff Commission, at the request of the President, began hearings on 
Monday of this week in an effort to expedite action on agricultural commodities 
now under price support. 

“With the strengthening of section 22 there will be no need for an extension of 
section 104. The strengthening of section 22 can be accomplished by expedited 
administrative action and by a separate legislative action. I point this out 
merely to clarify the fact that extension of the trade agreements for a year, 
pursuant to the President’s request, need not impair our price-support operations 
nor our protection of them. 

“I wish to emphasize that the limitation of imports for commodities under 
price support is made necessary by our price-support laws.” 

Similar statements were made by Secretary Benson, earlier in 1953, before 
poth the House and Senate Committees on Agriculture. 

The real congressional objective and intent behind the enactment of section 22, 
and its various amendments, as is so ably stated by Secretary of Agriculture 
Benson above, have never changed materially since its original enactment on 
August 24, 1935 (49 Stat. 750), which added section 22 to the original Agricul- 
tural Adjustment Act of 1933. However, since the original enactment of section 22 
in 1935, the Congress has repeatedly (in 1936, 1940, 1948, 1950, 1951, and in 1953) 
broadened and strengthened its substantive and procedural provisions. Each time 
a loophole of substance or procedure has developed, the Congress has moved 
promptly to “plug it up” and make it a more effective limitation upon imports. 
The Congress has attempted to correct weaknesses as they developed with chang- 
ing conditions in our agricultural programs and has tried to avoid any circum- 
vention of section 22’s provisions through procedural devices employed by the 
executive branch. 

A brief review of the legislative history behind these various strengthening 
amendments to section 22 will serve to emphasize the clear and mandatory intent 
of Congress that section 22 should and must be used promptly and effectively to 
limit imports whenever the Department of Agriculture has in operation any 
farm program which imports might tend to interfere with. It is important to 
keep in mind that Section 22 has always been mandatory upon the President 
since its inception in 1985. The pertinent language directs and mandates that: 

“If * * * the President finds the existence of such facts, he shall by proclama- 
tion impose such fees * * * or such quantitative limitations * * *.” 

Originally section 22 provided for import protection only for “an adjustment 
program * * * under this title,” referring to a portion of the Agricultural 
Adjustment Act of 1933. In the first year after its original enactment in 1935, 
Congress recognized the necessity of broadening the protection of section 22 to 
other agricultural programs. In an amendment of February 29, 1936 (49 Stat. 
1148) the Congress broadened the programs entitled to section 22 protection to 
include programs operated under the Soil Conservation and Domestic Allotment 
Act. 

On June 3, 1937, Congress reaffirmed this policy and reenacted section 22 as 
a part of the Agricultural Marketing Agreement Act of 1937 (50 Stat. 246) 
without any modification. 

On January 25, 1940 (54 Stat. 17), section 22 was again broadened and 
strengthened to provide protection for agricultural programs initiated and ad- 
ministered by the Secretary of Agriculture under section 32 of the Agricultural 
Adjustment Act of 1933, which section allocates 30 percent of the gross receipts 
from import duties to assist agricultural producers through purchases, direct 
payments to producers and other programs designed to expand consumption of 
agricultural commodities and to encourage and develop exports and other new 
markets for American agricultural commodities. Up to this point, section 22 
had applied only after excessive imports had actually entered the United States 
and had actually interfered with an agricultural program. However, Congress 
came to recognize that we should not wait until the imports had actually entered 
and interfered with a program, but should anticipate such interference and 
impose section 22 limitations in advance of such interfering imports. In this 
same 1940 act, to accomplish this purpose, the Congress further amended section 
22 by adding the italicized words in the provision now reading “are being or are 
practically certain to be imported into the United States.’ Another important 
amendment of this 1940 act was to authorize in subsection (b) the imposition of 
additional import fees as well as quotas and to make it clear that the quantita- 
tive restriction applied to “entries for consumption” and not to the more indefi- 
nite term “which may be imported” as previously used. Also the base period 
was changed slightly and the language clarified. 
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Thus, this 1940 amendment again broadened the agricultural programs in- 
tended to be protected by section 22, but the more important provision was that 
directing that the Secretary of Agriculture and the President should anticipate 
excessive imports and impose a limitation under section 22 prior to any actual 
interference with an agricultural program. Both the House and Senate Com- 
mittees on Agriculture, in explaining the necessity for this amendment to section 
22 (contained in H. R. 7171, 76th Cong.), had the following to say (H. Rept. 
1166 and S. Rept. 1048) : 

“One important technical shortcoming of the present provisions of section 22 
is that a domestic farm program cannot be protected against foreign importa- 
tions until such importations have actually arisen and have adversely affected 
the program. In other words, at least one of the chickens must be stolen before 
the coop may be locked. This is a wholly anomalous situation because in some 
instances it is known to a point of overwhelming certainty that a particular 
farm program will be ineffective in the absence of some protection against in- 
ereased foreign importations. Consequently, the bill provides that restrictions 
against foreign importations may be imposed under the provisions of section 22 
whenever it appears to be reasonably certain that such importations would 
increase and affect a farm program adversely.” 

On the Senate floor, when this provision was debated on January 18, 1940, 
Senator Connally explained the amendment in the following language: 

“* * * the present law provides that quotas and limitations may be estab- 
lished if the commodities are actually coming in. We have to wait until they 
come in before we can make the act. The pending bill merely provides that we 
do not have to wait until the commodities actually come in, but may invoke the 
provisions in lines 11 and 12 by inserting in subsection (a), after the word 
‘being,’ the words ‘or are practically certain to be.’ That is the really sub- 
stantial part of the bill, and I think there will be no objection to it if the Sena- 
tors understand it” (86 Congressional Record 465). 

This language was adopted by the Senate and enacted into final law. Here 
again, it is clear that Congress intended to strengthen and expedite the effective 
administration of section 22. 

Again on July 3, 1948, Congress broadened and further strengthened section 22 
by an amendment contained in the Agricultural Act of 1948 (62 Stat 1247). 
This Agricultural Act of 1948 broadened and strengthened section 22 by adding 
the words “any loan, purchase or other program of operation undertaken by the 
Department of Agriculture” as additional programs entitled to the protection of 
import limitations under section 22. Thus, after having added new programs en- 
titled to section 22 protection in 1936 and 1940, Congress recognized that all 
agricultural programs required section 22 protection and amended section 22 
to cover any loan or any other program undertaken and operated by the Depart- 
ment of Agriculture. This act of 1948 also amended section 22 by changing the 
base period specified in subsection (b) of January 1, 1929, to December 31, 1933, 
to the present phrase which is “during a representative period as determined by 
the President.” Another amendment in 1948 added a further proviso to sub- 
section (b) permitting description of articles by physical qualities, value, use, 
or upon such other basis as the President shall determine. Of even more import- 
ance, this act of 1948 broadened and strengthened section 22 by making it provide 
for import limitations upon processed products containing agricultural commo- 
dities as well as limitations on imports of such agricultural commodities them- 
selves. This was intended to limit imports of products containing agricultural 
commodities such as wool textiles, cotton textiles, and any other product which 
constituted an importation of the agricultural commodity in processed form as 
well as in its natural form. Congress here recognized that a limitation on an 
agricultural commodity was of little value if it could be circumvented by im- 
porting the commodity in processed form, thus losing the American employ- 
ment in processing as well as the market for the raw material. 

These amendments to section 22 were contained in section 3 of the Agricultural 
Act of 1948 and were explained by the House Committee on Agriculture (H. Rept. 
No. 1776, April 21, 1948, to accompany H. R. 6248) in the following language: 

“Section 3: This section would amend section 22 of the Agricultural Adjust- 
ment Act as reenacted by the Agricultural Marketing Agreement Act of 1937. 
The bill is designed to strengthen price-support programs for American agricul- 
tural commodities and to prevent their disruption through excessive imports of 
foreign commodities. 

“The revision of section 22 would carry out recommendations heretofore made 
by the President to the Congress and more recently requested of this Congress 
by the Secretary of Agriculture. 
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“In requesting revision of section 22, the Secretary of Agriculture stated: 

“ “The field within which the authority granted by section 22 may be exercised 
is so limited that the authority cannot be of much aid to the Department of 
Agriculture in discharging its price-support obligations in this period of adjust- 
ment: If a program of the Department is not undertaken pursuant to one of the 
three statutes referred to in section 22, the authority conferred by that section 
may not be utilized to control the importation of an article the importation of 
which is materially interfering with the successful operation of the program by 
the Department. 

“*The principal changes contemplated by this section of the bill are— 

“*(1) to extend the authority of section 22 so as to cover not only agri- 
cultural commodities but also the products thereof ; 

“*(2) to extend such authority so as to cover articles the import of which 
affects any loan, purchase, or other programs or operations undertaken 
by the Department of Agriculture (including price support and stabilization 
operations) with respect to any agricultural commodity or product thereof; 

“*(3) to make the provisions with respect to quantitative limitation re 
strictions applicable to the total quantity of an article imported during a 
representative period as determined by the President, rather than to each 
country’s average annual quantity of the article imported during the period 
from January 1, 1929, to December 31, 1933, as now provided; 

“*(4) to authorize the President, by a specific grant of authority, to 
describe designated articles by physical qualities, value, use, or upon such 
bases as he determines; 

“*(5) to clarify the definition with respect to the fees authorized, which 
are considered duties for some purposes, as now provided, so that they shall 
not be considered as duties for the purpose of granting any preferential 
concession under any international obligation of the United States, as, for 
example, our duty preference arrangements with Cuba;’” (At this point 
in the committee’s report reference was made to subsec. (f) of sec. 22, as 
amended, by the 1948 act. This particular point is discussed later in 
this statement.) 

As pointed out by the House Agriculture Committee in its report quoted above, 
these broadening and strengthening amendments to section 22 were recommended 
by the President and by the Secretary of Agriculture as being essential to any 
effective operative of the agricultural programs provided for and made mandator 
by the Congress. Thus, up to this time, all of the amendments to section oo 
adopted by the Congress in 1936, 1940, and 1948, were designed to broaden the 
coverage of section 22 and strengthen its effective operation as an integral part 
of the various agricultural programs enacted by Congress and administered by 
the Department of Agriculture. Each amendment enacted by the Congress was a 
further recognition that the agricultural programs could not operate effectively 
without a prompt and effective administration of import limitations under sec- 
tion 22. 

As amended at this point (1948), upon the recommendation of the Secretary of 
Agriculture and the President, section 22 was an outstanding piece of legisla- 
tion— 

(1) for its clarity of substance and intent, 

(2) for its procedural provisions designed to provide prompt and effective 
administration and enforcement, and 

(3) for its completeness in recognizing and providing for any possible 
conflict between our domestic agricultural legislation and our foreign trade 
legislation. 

No reasonable man, either American or foreign, could possibly misunderstand 
its intent, or its mandatory, detailed provisions. It leaves to the President only 
the ministerial duty of determining the facts with the assistance of the Tariff 
Commission. Congress has not changed its substance since the 1948 amendments, 
Yet, we will see how attempts have been made to circumvent and nullify it. 

These executive attempts at circumvention have resulted in a constant run- 
ning battle between Congress and the State Department since 1948, with Congress 
making procedural amendments to counteract each new State Department effort 
to undermine and discredit section 22. Each time Congress has made a change, 
the State Department has come up with some new device by which it has delayed, 
modified, or nullified the intent of Congress. The battle is not yet resolved. The. 
latest State Department device is its persistent claim that article XI of GATT 
is superior to section 22 and prevents its use unless we ask for and get per- 
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mission from two-thirds of the 35 foreign countries who are parties to the execu- 
tive agreement known as GATT. GATT members, after much denunciation— 

(1) of the United States, 

(2) of section 22, and 

(3) of the President for the very few instances in which he has followed 

the congressional mandate and imposed a section 22 limitation, 
have graciously granted the United States a temporary and conditional waiver 
for the limitations now in effect under section 22. But, even this graciousness 
was accompanied by an admonishment that the United States should modify its 
agricultural legislation and policy and that efforts should be made to modify sec- 
tion 22 to comply with article XI of GATT. The State Department has attempted 
to comply with the directive of GATT by proposing that Congress ratify the 
superiority of GATT over section 22 in part III of its proposed OTC. Congress 
rejected this proposal at the last session of Congress. No doubt the State Depart- 
ment will propose this again at the next session. I hope the Congress will reject 
it again and reaffirm the superiority of section 22 which now says in subsection 
(f) (as amended in 1951): 
“(f) No trade agreement or other international agreement heretofore or here- 

after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section.” 


BACKGROUND AND LEGISLATIVE HISTORY OF SUBSECTION (F) 


We have previously discussed the broadening and strengthening amendments 
to section 22 contained in the Agricultural Act of 1948. Those amendments 
were made upon the recommendation of the President and the Secretary of 
Agriculture. An additional amendment, subsection (f), was added at the re- 
quest of the State Department. As then enacted (before Congress repealed and 
reversed the policy in 1951, as quoted above) it read as follows: 

“(f) No proclamation under this section shall be enforced in contravention 
of any treaty or other international agreement to which the United States is or 
hereafter becomes a party.” 

This subsection (f) which was added to section 22 in 1948 had not been recom- 
mended by the President or by the Secretary of Agriculture, which recommenda- 
tions were mentioned in the House committee report quoted above. It was in- 
serted, late in the bill’s consideration, at the request of the State Department. 
The significance of this subsection (f) apparently was not realized at the time of 
its proposal. Not even the agricultural organizations recognized the real mean- 
ing and intent of this subsection (f) amendment until after the Agricultural Act 
of 1948 had been enacted into law. This new subsection (f) did not even receive 
any prominent mention or discussion in the House or Senate debates. It seems 
that nobody but the State Department was aware of its true significance during 
the debates of the act—and the State Department did not make the real intent 
known until after it was enacted. 

However, soon after passage of the Agricultural Act of 1948, the State Depart- 
ment began to argue that section 22 import quotas could not be imposed because 
they would violate article XI of GATT which was proclaimed effective by the 
President as of January 1, 1948. The State Department contended that, in the 
light of subsection (f), the trade-agreement provision prohibiting the imposition 
of import quotas or other import restrictions was paramount and that section 22 
and all of our agricultural programs were subservient to such trade agreements. 
past or future. (See State Department letters of April 10, 1950, and June 27, 
1950, to the White House and Tariff Commission in connection with Section 22 
Investigation No. 4, at pp. 78-80 of Senate hearings on H. R. 1612 in 1951.) In 
other words, the State Department suddenly asserted authority to overrule or 
modify any farm program by merely agreeing to do so in an international 
agreement. 

This immediately aroused the indignation of many agricultural groups in the 
United States and their representatives in the Congress. Immediate steps were 
taken toward repealing said subsection (f) and toward a congressional mandate 
that the exact reverse must be true—that is, that section 22 and the agricultura! 
programs shall be paramount and any trade agreement heretofore or hereafter 
entered into must be amended and made subservient to section 22 and the agri- 
cultural programs. At the very next opportunity, in the Agricultural Act of 
1949, the Senate inserted a section (sec. 415 of H. R. 5345) completely reversing 
the language, intent, and legislative policy of subparagraph (f) to read as 
follows: 
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“(f) No international agreement hereafter shall be entered into by the United 
States, or renewed, extended, or allowed to extend beyond its permissible termi- 
nation date in contravention of this section.” 

This amendment was adopted by an overwhelming vote in the Senate; however, 
it was dropped in conference with the House. 

The Congress did not accept this defeat. The Senate renewed its effort to 
reverse the State Department policy embodied in subsection (f) and to further 
strengthen the administration of section 22 at the next session of Congress. In 
1950 the Commodity Credit Corporation borrowing power) act (H. R. 6567, 
Public Law 579) again contained a comparable amendment approved unani- 
mously by the Senate Agriculture Committee. The Senate Agriculture Com- 
mittee commented as follows (S. Rept. No. 1375, Mar. 30, 1950) : 

“The committee amendment to the bill is a complete substitute for section 22 
of the Agricultural Adjustment Act of 1933, relative to import fees and quotas 
on agricultural commodities. Under the authority of section 22, the President 
may impose fees or quotas on agricultural imports if it is found that such 
imports are rendering ineffective or materially interfering with any price-support 
program or any other program undertaken by the Department of Agriculture 
with respect to any agricultural commodity or product thereof. Section 22 pres- 
ently provides that the United States Tariff Commission will investigate the facts 
of such interference and report to the President; the committee amendment 
would transfer this function to the Department of Agriculture. 

“Section 22 also provides that no proclamation made under it shall be enforced 
in contravention of any treaty or other international agreement to which the 
United States is or hereafter becomes a party. The committee amendment to 
section 22 would provide that no international agreement could be entered into by 
the United States, or renewed, extended, or allowed to extend beyond its termi- 
nation date in contravention of section 22. Your committee believes that such 
protection must be given the farm price-support program in this country if it 
is to accomplish its purpose. Therefore, the amendment is recommended for 
enactment.” 

This section was adopted by the Senate without objection. It will be noted 
from the above comment of the Senate Agriculture Committee and the unanimous 
action of the Senate that the Senate had become so dissatisfied with the manner 
in which section 22 was being administered and the manner in which the State 
Department was trying to modify and largely nullify it that it voted to transfer 
the administration of section 22 from the President and the Tariff Commission 
entirely to the Secretary of Agriculture, making it completely mandatory. The 
Senate did this in order to remove or minimize the influence that the State 
Department could have over the administration of section 22. Also, this amend- 
ment adopted by the Senate again completely reversed the language, intent, and 
legislative policy of subsection (f), making it read as follows: 

“(f) No international agreement hereafter shall be entered into by the United 
States, or renewed, extended, or allowed to extend beyond its permissible termi- 
nation date in contravention of this section.” 

However, the House conferees again refused to go all the way with the Senate 
amendment. The Senate amendment was modified in conference in accordance 
with the following statement from the conference report (H. Rept. No. 2269, 
June 15, 1950, to accompany H. R. 6567) : 

“The Senate amendment proposed a new section 3 to the House bill which 
would amend section 22 of the Agricultural Adjustment Act in several respects. 
The committee of conference recommended that the House recede from its dis- 
agreement to the amendment of the Senate and agree to the same with an 
amendment. 

“The Senate amendment made no change in the House bill with respect to 
increasing the borrowing power of the Commodity Credit Corporation from 
34,750,000,000 to $6,750,000,000. The Senate amendment proposed several changes 
to section 22 of the Agricultural Adjustment Act. There was no similar provi- 
sion in the House bill. The conference amendment would amend section 22 of 
the Agricultural Adjustment Act in two respects, and the differences between the 
existing provisions of such section 22 and the conference amendment are indi- 
cated below : 

“The first change relates to subsection (2) of section 22 of the Agricultural 
Adjustment Act, which provides that whenever the President has reason to 
believe that any article or articles are being or are practically certain to be 
imported into the United States under such conditions and in such quantities as 
to render or tend to render ineffective, or materially interfere with, any program 
or operation undertaken under the Agricultural Adjustment Act, us amended, 
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or the Soil Conservation and Domestic Allotment Act, as amended, or section 
32, Public Law No. 320, 74th Congress, approved August 24, 1935, as amended, 
or any loan, purchase or other program or operation undertaken by the Depart- 
ment of Agriculture, or any agency operating under its direction, with respect 
to any agricultural commodity or product thereof, or to reduce substantially the 
amount of any product processed in the United States from any agricultural 
commodity or product thereof, with respect to which any such program or opera- 
tion is being undertaken, the President shall cause an immediate investigation 
to be made by the United States Tariff Commission, which shall give precedence 
to investigations under section 22 to determine such facts. Such investigations 
shall be made after notice and opportunity for hearing to interested parties, 
and shall be conducted subject to such regulations as the President shall specify. 

“Tn lieu of the existing provisions of subsection (a) of section 22 which provide 
that the President shall cause an immediate investigation to be made after he 
has reason to believe that any article or articles are being or practically certain 
to be imported which will affect the above-mentioned programs, the conference 
amendment places upon the Secretary of Agriculture the responsibility of notify- 
ing the President whenever the Secretary of Agriculture believes or has reason 
to believe that any article or articles are being or practically certain to be 
imported into the country so as to render, or tend to render, ineffective or mate- 
rially interfere with the above-mentioned programs. The conference amend- 
ment further provides that, if the President agrees that there is reason for such 
belief on the part of the Secretary of Agriculture, the President shall cause an 
immediate investigation to be made by the United States Tariff Commission 
which under existing law is authorized to make such investigation. 

“The second change relates to subsection (f) of section 22 which now provides 
that no proclamation under section 22 shall be enforced in contravention of any 
treaty or other international agreement to which the United States is or here- 
after becomes a party. In lieu of this provision the conference amendment 
would provide that no proclamation under section 22 shall be enforced in contra- 
vention of any treaty or other international agreement to which the United States 
is or hereafter becomes a party; but no international agreement or amendment 
to an existing international agreement shall hereafter be entered into which does 
not permit the enforcement of such section with respect to the articles and coun- 
tries to which such agreement on tariffs and trade, as heretofore entered into 
by the United States, permits such enforcement with respect to the articles and 
countries to which such general agreement is applicable. Prescription of a 
lower rate of duty for any article than that prescribed by the general agreement 
on tariffs and trade shall not, if subject to the escape provisions of such general 
agreement, be deemed a violation of this subsection. The effect of the confer- 
ence amendinent with respect to such subsection (f) is to make sure that future 
international agreements or amendments to existing international agreements 
give effect to the provisions of section 22 within the framework of the general 
agreement on tariffs and trade.” 

Thus, while the conferees did not accept all of the Senate amendment to section 
22, they did recognize the need for further improving the procedure of section 
22 and of preventing any further nullification or restriction of section 22 by any 
future trade agreements. 

The amendment as approved by the conferees and finally enacted into law spe- 
cified that the Secretary of Agriculture shall have responsibility for making 
prompt preliminary investigations to determine when imports might threaten 
the effective operation of any agricultural program and that he report the same 
to the President with the view of the President’s ordering an immediate and 
prompt investigation by the Tariff Commission. Such preliminary investigations 
by the Secretary of Agriculture were already provided for by a Presidential Exec- 
utive order, but the Congress felt it necessary to implement the administration 
of section 22 by making such preliminary investigations and reports to the 
President by the Secretary of Agriculture mandatory in the law. The conferees 
and the Congress also recognized, that subsection (f), as it was enacted in 1943, 
might be construed to authorize the State Department and the President to nego- 
tiate future trade agreements that might even further modify and circumscribe 
the effective operation of section 22 than was the case in GATT. Consequently, 
they amended subsection (f) to make it clear that no future international agree- 
ment could be negotiated with provisions any more restrictive on the effective 
operation of section 22 than these contained in the General Agreement on Tariffs 
and Trade, as then written. 

To illustrate the extreme dissatisfaction in the Senate with this conference 
modification of the Senate amendment to section 22, Senator Magnuson of Wash- 
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ington offered a motion on the Senate floor to reject the conference report and 
require that the Senate conferees insist upon House agreement to the amend- 
ment as originally adopted by the Senate. This motion—to reject the confer- 
ence report—was lost by a tie vote, which was broken in favor of accepting the 
conference report by the Vice President. 

It was thus made apparent that, in spite of the failure of the House conferees 
to concur fully with the Senate amendment, there was a tremendous sentiment 
for completely repealing and reversing the policy of said subsection (f) and plac- 
ing the administration of section 22 entirely in the hands of the Secretary of 
Agriculture—beyond the reach of the State Department. 

Had it not been for firm assurances from the State Department that the above 
amendment approved by the conferees would fully assure the effective operation 
of section 22 to protect our domestic agricultural programs, the Senate would 
not have agreed thereto. For example, the following is quoted from Senator 
Ellender’s statement on the floor of the Senate concerning the intent of the con- 
ferees and of the Congress in connection with paragraph (f) and its relation to 
GATT (Congressional Record of June 26, 1950, p. 9305) : 

“Mr. ELLENDER. I think I have made that very plain in the debate heretofore, 
but in order to make it doubly certain, I requested the office of the Secretary of 
State to submit their views on this matter. 

“This is as was said in a letter addressed to me by the Department’s deputy 
legal adviser, Jack B. Tate: 

“ “JUNE 26, 1950. 
“ ‘Hon. ALLEN J. ELLENDER, Sr., 
United States Senate. 


“ Dear SENATOR ELLENDER: You have asked the opinion of the Department as 
to what type of measure would be considered sufficient to justify an import quota 
under the General Agreement on Tariffs and Trade, referred to in the conference 
report on the proposed amendment to section 22 of the Agricultural Adjustment 
Act. 

“*In the opinion of the State Department, the basic question is one of fact. 
Import quotas would be permitted under the General Agreement on Tariffs and 
Trade in any case where there is an effective limitation on domestic marketing 
or production.’ 

“That is the point I emphasized previously and on many occasions, particularly 
last Friday and also here today. The letter continues: 

“*A farm marketing quota, if not set so high as to exceed what the farmers 
would ordinarily market, would, for example, constitute an effective restriction 
within the meaning of the agreement. Marketing agreements and orders and 
farm-acreage allotments are other devices which might also constitute effective 
restrictions. 

“ ‘Sincerely yours, 
“* ‘JacK B. Tare, 
“ ‘Deputy Legal Adviser.’ 


“In other words, there is no doubt that it is the understanding of the conferees 
on the part of the Senate that farm-marketing quotas constitute effective re- 
strictions on production or marketing. It is also understood that marketing 
agreements and orders and farm-acreage allotments may also constitute effective 
restrictions on marketing or production, and that the judgment of the Secretary 
of Agriculture will be accepted as the authoritative judgment with respect to 
whether a marketing agreement and order or farm-acreage allotments are effec- 
tive restrictions. * * * 

“T am saying that with this language and with this interpretation of the lan- 
guage which I have just quoted, the conference report makes it as effective with 
respect to all of the basic crops and other crops with which it is possible to have 
effective marketing controls or acreage allotments, as would be the case under the 
Magnuson-Morse amendment to section 22.” [Emphasis supplied.] 

From this statement of Senator Ellender, upon which the Senate primarily 
relied in adopting the conference modified amendment to paragraph (f), it is 
quite clear that the Senate and the Congress felt that the conference version 
would protect section 22 as fully as would have the Magnuson amendment, which 
was originally adopted by the Senate and discussed above. It was made quite 
apparent that Congress intended that conference version of subsection (f), in 
conjunction with GATT, should constitute no restriction whatsoever on the use 
of import quotas under the provisions of section 22 to fully protect marketing 
agreement and other agricultural programs. It is also significant that Senator 
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Bllender advised the Senate that it was his understanding, and that the Senate 
could rely thereon, that: 

“The judgment of the Secretary of Agriculture will be accepted as the au- 
thoritative judgment with respect to whether a marketing agreement and order 
are effective restrictions.” 

However, in spite of all of these assurances on the part of the State Depart- 
ment, the executive branch of Government continued to delay and to refuse 
to effectively administer section 22 (see letters of State Department to White 
House and Tariff Commission cited above). 

As a result of this continued evasion on the part of the State Department, 
and some other administration officials, the Congress became thoroughly dis- 
satisfied and finally concluded, after 3 years’ experience with the State Depart- 
ment under their version of subsection (f), that the State Department could not 
be trusted and that Congress would have to repeal subsection (f) and com- 
pletely reverse the language, intent, and policy thereof so that it would be com- 
pletely clear and mandatory that section 22 and our agricultural programs should 
be paramount and controlling over any international agreement that might be 
contrary or inconsistent therewith in any way. 

Consequently, section 8 (b) of the Trade Agreements Extension Act of 1951, 
amended said subsection (f) so as to completely reverse its language, intent, 
and congressional policy, to read as follows (which is the language as it exists 
in sec. 22 today) : 

“(f) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section.” 

This 1951 amendment to section 22 (f) was approved unanimously by the 
Senate Finance Committee, over the objection of the State Department, was 
adopted without objection on the Senate floor, agreed to in the conference com- 
mittee between the two Houses, and finally adopted the law. This amendment is 
abundantly clear and mandatory in its mandate to the President (and other 
executive branches) that section 22 shall be paramount and that no trade agree- 
ment, heretofore of hereafter entered into, shall be permitted to interfere in any 
way with the full and effective operation of all its provisions. Since the State 
Department still avoids and circumvents this very clear congressional directive, 
a somewhat detailed review of the legislative history and intent behind the adop- 
tion of this subsection (f) amendment in 1951 is in order. In view of such 
legislative history and the quite clear and overwhelming sentiment on the part 
of the Congress that section 22 shall and must be made to prevail over any 
trade agreement, it is almost beyond comprehension that the State Department 
has continued to ignore it and continues to operate on the assumption that 
GATT is superior to section 22—that the United States must go to GATT and 
plead for a waiver from two-thirds of the 35 members of GATT in order to 
secure temporary permission to conditionally continue the import limitations 
now in effect under section 22. The position and continued hostile attitude of 
the State Department and the President toward section 22 should be carefully 
analyzed in light of the legislative history and intent disclosed by this 1951 
amendment. 

This amendment of subsection (f) was sponsored by Senator Magnuson along 
with several cosponsors, and was initiated by a Senate Finance Committee amend- 
ment to the House bill (H. R. 1612). The Senate committee’s report (Rept. 
No. 299, 82d Cong., Ist sess.) contained the following comment at page 7: 

“Your committee adopted an amendment designed to protect the full operation 
of section 22 of the Agricultural Adjustment Act. If a case should arise where 
required action under section 22 would conflict with any trade agreement, then 
the action under section 22 shall prevail.” 

The bill was reported by the Senate committee on April 27, 1951. It was de- 
bated thereafter on May 21-23 and on the latter date passed the Senate. 

In his opening statement, Senator George, chairman of the Finance Committee. 
first referred to the section 22 amendment as follows: 

“Another amendment of great importance was the amendment suggested by 
the Senator from Washington [Mr. Magnuson] which, as the Senate knows, had 
already twice been adopted by the Senate in connection with other legislation. 
This amendment is designed to protect the full operation of section 22 of the 
Agricultural Adjustment Act which now, in subsection (f), contains certain 


limitations upon the full scope of its use by reason of the provisions of our trade 
agreements. 


* * * * . * 
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“Mr. Grorce. Mr. President, I was discussing section 22, and I will restate a 
part of what I said because it is most important. Subsection (f) of section 22 
contains certain limitations upon the full scope of its use by reason of the provi- 
sions of our trade agreements. That is, that was the way the matter stood be- 
fore the amendment was recommended by the committee. The amendment rec- 
ommended by the committee reverses this situation, and prevides that if a case 
should arise where required action under section 22 would conflict with any 
trade agreement, then the action under section 22 shall prevail. The committee, 
of course, assumes that where a choice of remedies under section 22 makes it pos- 
sible, the President will probably choose a course not incompatible with our 
foreign commitments. 

“The committee believes that these two amendments will provide important 
safeguards for our agricultural producers and will provide them with all the 
protection they need, without incurring the marked disadvantages for American 
agriculture which would have been involved in the House-approved amendment” 
(97 Congressional Record 5621). 

After discussing other amendments, Senator George made the following ob- 
servation : 

“IT am happy to advise the Senate that the recommendations of the committee 
are unanimous. I believe that it is the first time in the history of the trade 
agreements program that a unanimous report has been rendered on renewal of the 
Trade Agreements Act by the Committee on Finance” (97 Congressional Record, 
5621). 

Later in the debate, Senator George in answering questions of Senator Wherry 
as to why certain other provisions of the House bill had been struck out, made 
the following observations with reference to the amendment of section 22: 

“The bill removes subsection (f) from section 22, and leaves sections 22 
in such a condition that it prevails over the agreement. * * * 

“Under section 22 the President would be authorized to establish a quota on 
imports of an agricultural product. There is nothing to restrain him. It 
affords the broadest possible protection. 


* = * = « s . 


“We propose to repeal subsection (f). That repeal would assist the President 
in establishing quotas. Furthermore, under the escape clause any interested 
party can invoke the escape clause. 

“With those provisions, it would seem that agricultural products the price 
of which we were supporting could very well be protected. I agree with the 
Senator that it is illogical to support the price of a farm commodity and at 
the same time so reduce the protection of that particular price as to permit its 
undercutting and undermining (97 Congressional Record, 5635). 

. s it o a a © 

“Mr. Georce. That is correct. However, when the Senator complained before 
about -potatoes, the agreement at that time was outstanding, and the President 
could not act under section 22. No action could be taken under section 22 
because of the agreement itself. We have removed that impediment or inhibi- 
tion. Quotas can be imposed and complete protection can be given to a com- 
modity which is supported by any one of our farm programs. 

© * * 2s = = a 

“Section 22 requires the President to act. I believe if the Senator will read 
section 22 he will see that the fullest power is there given, and that a direct 
and mandatory requirement is placed upon the President. At least that is my 
understanding of it’”’ (97 Congressional Record, 5636). 

When consideration of the bill was resumed the next day, May 22, Senator 
George returned to the subject of section 22, saying: 

“With reference to section 22, I wish to make clear precisely what can and 
cannot be done under it in view of the amendment striking out subsection (f) 
of section 22. 

“If the fact of interference by imports with a program of price support is 
shown—in other words, it must first be shown—the President must act under 
section 22.” 

After quoting from section 22 and making some additional comments, the debate 
then proceeded as follows: 

“Senator Greorce. It was the opinion of the committee—and I think that this 
is important, and I wish to make it clear—that if further strengthening of 
section 22 was desirable, it should be done by way of amendment to that section 
in the Agricultural Adjustment Act, or in the act in which section 22 was orig- 
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inally inserted. That would not be a proper function of the Finance Committee, 
and we did not feel that we should undertake to amend that act. We did feel 
justified in removing the inhibition against the full operation of section 22, 
notwithstanding there might be in existence a trade agreement which, under the 
law prior to the amendment removing subsection (f), would have prevented the 
action by the President. 

“I think that is a sound position. Although I shall not put the testimony 
in the Record now, nevertheless in the record before the committee will be found 
the testimony of the Federal Farm Bureau’s representatives and of representa- 
tives of the Cotton Council and of the Farmers Union. In other words, repre- 
sentatives of the farmers themselves appeared before the committee; and 
although they did not ask for section 8, which was a House amendment, and 
which was stricken, yet they agreed that it would be hard to administer, and 
that also the procedure might be more costly than if that amendment were 
stricken out. 

“What they did request was the elimination of subsection (f) of section 22, 
so that the way would be open to obtain proper relief in the event any of the 
price-support programs are being interfered with by the Trade Agreements Act. 
That is the status of the matter. Those are substantially the reasons why the 
committee struck out the provision, but not without first having eliminated the 
troublesome subsection (f) of section 22. 

“With that statement and explanation, I hope the Senator can see at least the 
position taken by the committee. 

“Mr. Wuerry. Yes. Mr. President, I thank the distinguished Senator for his 
explanation of the committee’s attitude regarding amendment 8, on page 11, 
which apparently was written in on the floor of the House, and which has to do 
with a provision which I think—at least, from first reading it; and I approach 
it in that light—is a meritorious one. 

“T cannot help but feel that it is most illogical to permit the importation into 
the United States of agricultural products on concessions so low, while the 
support prices for the same commodities are so high, that farmers of another 
country get the benefit of the support prices. We have had situations where 
surpluses of those supported commodities have been dumped on the open mar- 
ket; and in the case of potatoes we even dumped them into the ocean. It seems 
to me that is an illogical result. 

“Mr. Groree. The committee agreed substantially with the view just expressed 
by the Senator. 

“Mr. WHERRY. Yes. 

“Mr. Greorce. However, the committee was of the opinion that the escape- 
clause provisions now to be inserted into the act, plus the treatment given to 
section 22, certainly make it entirely open to amend section 22 in any way that 
the proper Senate committee might wish to amend it. 

“Mr. Wuerry. Yes. Mr. President, I thank the distinguished Senator for 
that observation. 

I say again, for the record, that I am in complete sympathy with the recom- 
mendation as to elimination of subsection (f) on page 13. I think its elimina- 
tion goes a long way in helping the situation. 

“Mr. Greorce. Its elimination is absolutely necessary. 

“Mr. Wuerry. Yes, but that does not completely clarify the situation al- 
though that provision will correct an abuse which has been practiced at least 
during the past 2 years by the State Department, by means of which the State 
Department has had authority even to override what Congress did with refer- 
ence to the importation of agricultural products, under section 22. 

“Mr. Georce. But now, with the amendment strike out subsection (f), that 
would not be the case. 

“Mr. Wuerry. That is true. 

“Mr. Grorce. While the President would not in the first instance be compelled 
to act, yet if he finds upon the reports made to him by the Tariff Commission 
that there is cause for action, he must act; and then he has full power to act. 

“Mr. WuHerry. Yes” (97 Congressional Record 5736-5737). 

On May 23, Senator Butler, a member of the Finance Committee, discussed 
the bill. In referring to the amendment of section 22 he said: 

“Section 8 (b) is particularly important since it unequivocally gives section 
22 of the Agricultural Adjustment Act a priority or a superior status to any 
provision which may be written or which may have been written into any trade 
agreement. Section 22 is the section which permits the Secretary of Agricul- 
ture to prevent imported farm products frum destroying or injuring our do- 
mestic agricultural programs. 
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“Time after time in the past, we have found that farm imports have come into 
this country and flooded our markets at the very time when we were trying, 
through domestic measures, to maintain farm prices at a reasonable level. In 
an address to the Senate on September 9, 1949, I listed product after product 
in which this situation occurred.” 


* * * a * 6 + 


“Whenever any attempt was made to correct this situation through section 22 
of the Agricultural Adjustment Act, we were told that no quota or additional 
import fee could be imposed on such imports by the Secretary of Agriculture, 
because we had entered into trade agreements which prohibited us from pro- 
tecting our domestic farm prices. 

“This bill attempts to correct that situation. It states flatly that no trade 
agreement shall be applied in a manner inconsistent with section 22 of the Agri- 
cultural Adjustment Act. I do not think there can be any misunderstanding 
about the meaning of this provision. By this section Congress is serving clear 
notice that it wants our domestic agricultural price structure to be protected. 

“Mr. President, the trade-agreements program has already done serious harm 
to a number of domestic agricultural products. I hope it will be possible to 
repair this damage either through the escape-clause section or through the section 
22 procedure under this bill (97 Congressional Record 5803). 

Senator Carlson, of Kansas, then asked a question saying: 

“* * * T ask him if, in his opinion, the pending bill takes care of the competi- 
tion which we receive from imported agricultural commodities.” 

The reply was: 

“Mr. BuTLer of Nebraska. I will say to the distinguished Senator from Kansas 
that it is my feeling that, with the adoption of the provision with reference to 
making section 22 of the Agricultural Adjustment Act the determining factor 
when such situations arise the bill would bring the relief which is needed to 
protect American agriculture (97 Congressional Record 5803). 

Near the conclusion of the Senate debate on the bill, Senator Magnuson ques- 
tioned Senator George regarding the significance of the phrase “the requirements 
of” as used in the committee amendment. Senator Magnuson’s statement in 
part and Senator George’s reply were as follows: 

“Senator MaGnuson. What concerned some of the sponsors of the amendment 
and myself was the use of the additional words ‘the requirements of.’ I talked 
with the Senator from Colorado (Mr. Millikin) informally and he explained that 
he thought those words might strengthen the amendment. I was wondering 
whether the Senator from Georgia had the same opinion. 

“Mr. GreorGcE. Mr. President, I have the same general view. I should like to 
add that the purpose of inserting this language is that if the President, when 
certain facts appear, can give an effective remedy without violating an agree- 
ment, but within the terms of an agreement, so to speak, he may have that oppor- 
tunity; but if he cannot, this section will prevail. This section carries out the 
philosophy of the distinguished Senator from Washington in the two bills which 
have previously passed the Senate. 

“Mr. MAGNUSON. In other words, it is the opinion of the Senator from Georgia 
and the Senator from Colorado that this language adds an additional situation 
to the requirements of section 22. It might be that the remedy could be carried 
out within the terms of the agreement. 

“Mr. Georce. It might be. But if there were an irreconcilable conflict, the 
President would be obliged to carry out the section 22 provision so as to grant 
relief, 

“Mr. MAGnuson. Mr. President, I shall not press my two amendments. 

“Mr. GEorGE. I thank the Senator very much” (97 Congressional Record 5856— 
5857). 

Senator Morse raised a similar question just before passage of the bill and 
he was answered by Senator Millikin (the ranking Republican member of the 
Finance Committee) in the following colloquy : 

“Mr. Morse. Mr. President, I have a couple of questions which I desire to ask 
the Senator from Colorado (Mr. Millikin) with whom I discussed the subject 
matter of the questions. 

“In my State, and also in the State of Washington, there is a situation in which 
the 2 Senators from Washington as well as the 2 Senators from Oregon have been 
much interested. The tree-nut industry has been greatly concerned about the 
reciprocal trade problems which have developed over the years, resulting in many 
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detrimental effects to that industry. We are seeking, in connection with the 
pending measure, the elimination from section 8, subsection (f), line 5, page 132, 
of the bill, the following three words: ‘with the requirements.’ 

“It is desired to have the section read: 

“No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with this section. 

“T should like to ask my good friend from Colorado if I am correct in my under- 
standing that the committee is not disposed to strike the words ‘with the require- 
ments,’ and if he would be so kind as to make a statement now, for the purpose 
of legislative history, as to why the committee is not disposed to strike those three 
words. 

“Mr. MILLrkin. In my opinion, the language was put into the bill deliberately 
to strengthen rather than to weaken that section. It is intended to make it 
clear that our domestic programs under section 22 shall prevail and shall over- 
ride anything inconsistent found in international agreements. That is the 
purpose of the language, to make it very clear that the requirements or the 
provisions of section 22 shall prevail and shall override all other inconsistent 
things to be found in international agreements. 

‘Mr. Morse. Am I correct in my understanding that it is the view of the 
Senator from Colorado, and, I believe, the view of the committee as a whole, 
that the striking of these particular three words would weaken the best possible 
protection of the interest of the nut industry rather than strengthen it? 

“Mr. MILLIKIN. That is my opinion, and I believe it is the opinion of the other 
members of the committee. I should like to ask the distinguished chairman of 
the committee whether he concurs in my view of the matter? 

“Mr. Grorce. I concur in the Senator’s statement” (97 Congressional Record 
5864-5865 ) . 

In view of our experience and the reactions of Congress to the position taken 
by the State Department under the original subsection (f) enacted in 1948 and 
the complete reversal of that language and intent in this 1951 amendment of 
subsection (f) ; and in view of the very clear, mandatory, and almost unanimous 
congressional intent, as expressed in the debates reviewed above, it is very 
mystifying to me, and I am sure to many others, how the State Denartment stil! 
maintains its position that the provisions of the GATT are still the law of the 
land and are controlling over section 22 to the extent that the State Department 
contends that we cannot continue to administer section 22 in the United States 
without seeking the permission of two-thirds of the 35 foreign countries who 
are contracting parties of GATT. 

Since the adoption of this amendment in 1951, GATT has been renegotiated 
and we have passed the date when the provisions of GATT would expire or 
were subject to termination or modification; and yet, the State Department has 
made no effort of any kind to renegotiate GATT to make it conform with the 
provisions of section 22 or to otherwise conform our international agreements 
to the congressional mandate of 1951 contained in the amended subsection (f). 

For the State Department and the executive branch of Government to continue 
contending, as it does, that article XI of GATT has any authorization in law or 
any effectiveness in the United States seems to me to be completely untenable. 

In addition to this complete reversal of subsection (f), the Congress, as part 
of the Trade Agreements Extension Act of 1951 (sec. 8 (a)), also further 
strengthened the procedural provisions of section 22 in order to assure its more 
expeditious and more effective administration and enforcement by the executive 
branch. Section 8 (a) provides as follows: 

“Sec. 8. (a) In any case where the Secretary of Agriculture determines and 
reports to the President and to the Tariff Commission with regard to any agricul- 
tural commodity that due to the perishability of the commodity a condition 
exists requiring emergency treatment, the Tariff Commission shall make an imme- 
diate investigation under the provisions of section 22 of the Agricultural Adjust 
ment Act, as amended, or under the provisions of section 7 of this act to deter- 
mine the facts and make recommendations to the President for such relief under 
those provisions as may be appropriate. The President may take immediate ac- 
tion, however, without awaiting the recommendations of the Tariff Commissio! 
if in his judgment the emergency requires such action. In any case the report 
and findings of the Tariff Commission and the decision of the President shal! be 
made at the earliest possible date and in any event not more than 25 calendar 
days after the submission of the case to the Tariff Commission.” 
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This 1951 amendment, also, was approved unanimously by the Senate Finance 
Committee, adopted on the Senate floor without objection, approved by the con- 
ference committee and enacted into law. 

However, in spite of requests from several American producers of perishable 
agricultural commodities, the administration has failed to use this expediting 
procedure provided by Congress. 

As a result of this continuing unwillingness of the executive branch of Govern- 
ment to promptly and effectively administer section 22 in accordance with the 
intent and mandate of Congress, steps were again taken in 1953 to further 
strengthen section 22. Senator Magnuson, along with several other cosponsors, 
introduced a bill in the Senate (S. 983) to further tie down the provisions of sec- 
tion 22 and transfer its administration completely to the Department of Agricul- 
ture, and to make the Department of Agriculture’s findings final and conclusive— 
well beyond the reach of the State Department or any international agreement. 
The provisions of this bill were later offered on the floor of the Senate as an 
amendment to the Trade Agreements Extension Act of 1953 (H. R. 5495, Publie 
Law 215). Also, early in 1953, the new Secretary of Agriculture, Ezra T. Benson, 
had appeared before both the Senate and House Committees on Agriculture and 
before the House Ways and Means Committee pointing out that the administra- 
tion of section 22 had been ineffective and that its procedure should be improved 
to provide more prompt imposition of import limitations under section 22. Por- 
tions of the Secretary’s testimony are quoted earlier in this statement. 

Secretary of Agriculture Benson promised the Congress that the new adminis- 
tration would more effectively and more promptly administer section 22, without 
regard to GATT or any international agreement. However, the Secretary said 
that he felt that further amendment was needed to authorize emergency action by 
the President in certain cases. Secretatry Benson recommended that the follow- 
ing language be added to subsection (b) of section 22. 

“In any case where the Secretary of Agriculture determines and reports to the 
President with regard to any article or articles that a condition exists requiring 
emergency treatment, the President may take immediate action under this section 
without awaiting the recommendations of the Tariff Commission, such action to 
continue in effect pending a report and recommendations of the Tariff Commis- 
sion and action thereon by the President.” 

This was the amendment to section 22 which Secretary Benson referred to as 
being desirable in his testimony before the Ways and Means Committee which 
I have quoted earlier in this statement. The Secretary’s recommended amend- 
ment had been introduced in the Senate as a bill by Senator Aiken, of Vermont, 
and Senator Holland, of Florida (S. 1680). 

Primarily because of Secretary Benson’s assurances that section 22 would be 
more promptly and more effectively administered in the future, by the new ad- 
ministration, and as a result of the Secretary’s statement that he did not feel it 
necessary to transfer the administration of section 22 from the President, State 
Department, and Tariff Commission to the Department of Agriculture, as was 
proposed in the Magnuson bill (S. 983), and relying on the assurances from Sen- 
ators George and Millikin (the Democratic and Republican managers of the bil! 
on the Senate floor) that, as amended in section 8 of the committee bill, section 22 
would be as completely and promptly effective as if the Magnuson amendment 
should be adopted; Senator Magnuson and his cosponsors decided to withdraw 
their proposed amendment to the Trade Agreements Bxtension Act of 1955 and 
to accept in lieu thereof the assurances of Secretary Benson and the so-called 
Cordon amendment which was the same as the amendment recommended by Sec- 
retary Benson, as quoted above. This assurance that the bill’s section 8 amend- 
ments to section 22 would be just as effective as the amendment proposed by 
Senator Magnuson and his cosponsors, in S. 983, was contained in the following 
colloquy between Senators George and Magnuson near the’ conclusion of the 
Senate debate on H. R. 1: 

“Senator MAGNusON. What concerned some of the sponsors of the amendment 
and myself was the use of the additional words ‘the requirements of.’ FE talked 
with the Senator from Colorado (Mr. Millikin) informally and he explained that 
he thought those words might strengthen the amendment. I was wondering 
whether the Senator from Georgia had the same opinion. 

“Mr. Greorce. Mr. President, I have the same general view. I should like 
to add that the purpose of inserting this language is that if the President, when 
certain facts appear, can give an effective remedy without violating an agree- 
ment, but within the terms of an agreement, so to speak, he may have that 
opportunity; but if he cannot, this section will prevail. This section carries 
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out the philosophy of the distinguished Senator from Washington in the two 
bills which have previously passed the Senate. 

“Mr. Macnuson. In other words, it is the opinion of the Senator from Georgia 
and the Senator from Colorado that this language adds an additional situation 
to the requirements of section 22. It might be that the remedy could be carried 
out within the terms of the agreement. 

“Mr. GeorGce. It might be. But if there were an irreconcilable conflict, the 
President would be obliged to carry out the section 22 provision so as to grant 
relief. 

“Mr. MAGNUSON. Mr. President, I shall not press my two amendments. 

“Mr. Greorce. I thank the Senator very much.” (97 Congressional Record, 
5856-5857. ) 

This Cordon amendment was adopted on the Senate floor, accepted in con- 
ference with the House, and finally enacted into law. The conference report 
explained the Cordon amendment in the following language (H. Rept. 1089, 
August 1, 1953) : 

“Amendment No. 2: This amendment, which adds a new section 104 to the 
bill, amends section 22 (b) of the Agricultural Adjustment Act to provide that 
in a case where the Secretary of Agriculture determines and reports to the 
President with regard to any article or articles that a condition exists requiring 
emergency treatment, the President may take immediate action under section 22 
of the Agricultural Adjustment Act, as amended, without awaiting the recom- 
mendations of the Tariff Commission, such action to continue in effect pending 
the report and recommendations of the Tariff Commission and action thereon 
by the President. The House recedes with a clerical change.” 


STATE DEPARTMENT AND PRESIDENT CONTINUE TO CIRCUMVENT AND NULLIFY SECTION 
22 AND THE VERY CLEAR CONGRESSIONAL MANDATE 


However, in spite of the fact that this amendment recommended by Secretary 
of Agriculture Benson was adopted by Congress in 1953 (which has never been 
used ) ; in spite of the assurances of better administration by Secretary Benson; 
and in spite of the assurances of Senators George and Millikin; the State De- 
partment has continued to circumvent section 22 and the congressional intent. 

Many of us deeply interested in the agricultural programs and section 22, 
which is an integral part of all agricultural programs, relying on Secretary 
Benson’s assurance of more effective and more expeditious administration of 
section 22, felt that the new administration would now recognize the congres- 
sional intent and very clear mandate that section 22 be made paramount and 
completely controlling over GATT or any other executive agreement. We felt 
that the State Department would be forced to renegotiate article XI of GATT 
and any other international agreement, which might be inconsistent with sec- 
tion 22, to make them conform to the full force and effect, and prompt, effective 
administration of section 22. However, this has not developed up to this time. 
It appears that the State Department has again prevailed in its completely 
unfounded contention that the executive branch of Government should consider 
the GATT (and other executive international agreements) to be paramount and 
controlling over section 22. 

I feel quite confident that Secretary of Agriculture Benson, and the new 
administration in the Department of Agriculture, has made every reasonable 
effort to make good on the Secretary’s 1953 promises to Congress and to make 
section 22 effective and to prevail upon the President to so modify GATT and 
other international agreements as to make them consistent with the full effective- 
ness of section 22. However, apparently the Secretary of Agriculture and his 
Department has been unable to prevail in this position. Secretary Benson has 
been unable to fulfill his promises to Congress made during 1953 when an 
amendment to section 22 and the Trade Agreements Extension Act of 1953 
was being considered. It is now abundantly apparent that the Congress must 
take still further steps to effectively isolate the State Department and GATT 
from any influence over section 22. Perhaps a thorough investigation by this 
subcommittee into the State Department and White House staff handling of 
section 22 matters is in order. 

This failure of the new administration to make good on the promises of 
Secretary of Agriculture Benson, may have resulted from the findings and 
recommendations of the so-called Randatl Commission which was provided for 
and set up by the Trade Agreements Extension Act of 1953 for the purpose of 
studying and reporting to the President on our foreign economic policy, including 
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the negotiation of trade agreements such as GATT and their administration. 
The Randall Commission report states that there is an inconsistency between 
our agricultural legislation (and our agricultural programs administered by 
the Secretary of Agriculture thereunder) and the continuing freer trade policy 
which it recommended that the President follow and seek enabling legislation 
for. However, I was very pleased to note that the distinguished Chairman of 
the Ways and Means Committee, who was a member of the Randall Commission 
(and is ex officio member of this subcommittee) dissented from this finding and 
recommendation of the Randall Commission. Chairman Cooper submitted a 
separate dissenting statement with respect to our agricultural legislation and 
programs and section 22. Chairman Cooper’s dissenting statement reads as 
follows: 

“It is with regret that I am unable to agree with some of the views expressed 
by a majority of the members of the Commission with respect to agriculture. 

“I have on every occasion possible exerted my best efforts to improve the 
role of agricultural products in foreign trade. I fully realize the importance of 
export markets to agriculture; however, I have also supported and voted for 
our domestic agricultural programs when they were under consideration by 
the Congress. 

“T realize that there are instances where our domestic agricultural programs 
and our foreign trade policy may seem to be in conflict. But it would appear 
that proper adjustments could be made and that we should not arbitrarily sub- 
ordinate the role of our domestic agricultural programs to our foreign economic 
policy.” 

“Our domestic agricultural programs are a reality, and have been, of course, 
enacted by the Congress and improved as the years have gone by. These pro- 
grams are a major factor in the stabilization of farm prices and incomes, and 
are about the only protection which the farmers have from the hazards of 
economie conditions which are impossible to anticipate and which can mean 
the difference between financial failure and financial success. It is my belief 
that our domestic agricultural programs and our foreign trade policy both are 
very important to our agricultural interests. 

“In any event, our domestic agricultural programs should not be subordinated 
to our foreign trade policy without full and careful consideration, with proper 
emphasis being given to our domestic farm economy and its impact on our 
overall national economy.” 

Senator Millikin, of Colorado, also dissented, in the following language: 

“As I see it, the report injects itself gratuitously into the highly controversial 
subject of our domestic programs in aid of agriculture. 

“Neither the Congress nor the executive department in the absence of this 
section of the report, would be hampered by lack of ample facts or opinions in 
reviewing the subject during this session of the Congress. 

“If the point is that we must tear up or radically remake our domestic agri- 
cultural programs and shape them to fit the various proposals in this section of 
the report, including those opposing support price programs, then I cannot go 
along. 

“T believe it is not sufficiently emphasized that our domestic agriculture and 
our Government’s domestic policies regarding it should not be subordinated to 
foreign policy. 

“As I see it, we must first of all safeguard our agriculture at home and the 
doing of this requires alert attention to any adverse effects abroad. We should 
try to avoid such adverse effects by measures always short of jeopardizing a sound 
agricultural position at home. The decision having been made, our foreign poli- 
cies should be shaped to accommodate the results.” 

Congressmen Reed of New York, Simpson of Pennsylvania and Battle, of 
Alabama, Senators Hickenlooper, of Iowa, and George, of Georgia, also dissented 
from this recommendation of the Randall Commission, as did Mr. MacDonald. 
Actually a majority of 8 out of the 15 members failed to approve this portion of 
the Randall Commission report. These gentlemen particularly dissented from 
the recommendation that our agricultural legislation and programs should be 
modified to bring them into conformity with GATT and the recommended freer 
foreign trade policy. However, apparently this freer trade recommendation of 
the Randall Commission, along with the free trade advice of the State Depart- 
ment, has prevailed upon the President, over what I believe to be the contrary 
policy of the Department of Agriculture and recommendations of Secretary 
Benson that the foreign trade policy should be subordinate to our American farm 
program and section 22, 
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The views of the Randall Commission (the Chairman, Mr. Clarence Randall, 
having subsequently been made foreign economic adviser to the President) and 
the free trade views of the State Department apparently have prevailed with 
the President and have become the policy of the current administration. In any 
event, that appears to be the result. 

When H. R. 1 (which I understand was drafted by Mr Randall, with the assist- 
ance of the Randall Commission staff and the State Department) was submitted 
to Congress it contained language which would have substantially broadened 
the delegation of power to the President, along the lines recommended by the 
Randall Commission. H.R. 1, as introduced in the House, would have authorized 
the President and State Department to negotiate foreign trade agreements incon- 
sistent with and overruling any existing legislation of the United States, such 
as agricultural legislation, section 22, the escape clause, and any other import 
relief provisions of existing law. (See my statement before Ways and Means 
Committee, hearings on H. R. 1, pp. 2302-2307 of printed hearings.) 

However, primarily because of complaints from agricultural groups that such 
new and broader delegating language in H. R. 1 would endanger any effective 
operation of section 22 and our agricultural programs, the Congress deleted this 
new language and again made it entirely clear that they intended section 22 
to be paramount and superior to any international trade agreement which had 
been negotiated in the past or any agreement that might be negotiated in the 
future under the authority contained in H. R. 1, the Trade Agreements Extension 
Act of 1955. 

The new language in H. R. 1, as introduced in and passed by the House, dele- 
gating broader authority to the President, was deleted by the Senate upon recom- 
mendation of the Finance Committee which explained the reasons for deleting 
the new language as follows (S. Rept. No. 232, April 28, 1955) : 

“H. R. 1 as passed by the House was amended by the committee as follows: 

“(1) The House bill specified certain types of general provisions which may 
be included in a trade agreement and provided that no such provision should 
be given effect in a manner inconsistent with existing legislation of the United 
States. The committee deleted this language. The committee also changed 
the bill so as to make clear that its enactment should not be construed to deter- 
mine or indicate the approval or disapproval by the Congress of the Executive 
agreement known as the General Agreement on Tariffs and Trade (GATT). 
These changes bring the language of the bill into conformity with that used in 
prior extensions, and do not change the authority contained in existing law. 
They were made in the light of the fact that there is a pending House bill (H. R. 
5550) authorizing United States membership in the Organization for Trade 
Cooperation which would administer the General Agreement on Tariffs and 
Trade.” 

The bill as thus modified in the Senate was accepted by the House conferees 
and was enacted into law. 

As further evidence of the fact that the free trade recommendations of the 
Randall Commission and a continuing refusal to fully and effectively administer 
section 22 has become the policy of the current President and State Depart- 
ment, the current administration has renegotiated the provisions of GATT (re- 
negotiated GATT, signed by the United States March 21, 1955) without making 
any change in article XI thereof, which is inconsistent with section 22 and our 
agricultural programs, and without any other evidence of any intent to bring 
our foreign trade agreements into conformity with section 22 as enacted and 
amended by Congress along with the congressional mandate in the 1951 sub- 
paragraph (f) which still directs that— 

“(f) No trade agreement or other international agreement heretofore or 
hereafter entered into by the United States shall be applied in a manner incon- 
sistent with the requirements of this section.” 

Still further confirmation of the policy and intention of this administration 
to continue ignoring Congress and its section 22 (f) mandate is evidenced by 
the fact that the State Department and the President felt it necessary to plead 
for and secure from the contracting parties to GATT a temporary waiver permit- 
ting them to continue even those few limitations which were already in effect 
under section 22. 

Also, the Organization for Trade Cooperation (OTC) proposed by the admin- 
istration at the last session of Congress (H. R. 5550), if adopted by Congress, 
would have legislatively ratified the superiority of GATT over section 22 and 
would have ratified and set up the procedure which the United States would 
have to follow in the future to seek temporary waivers from OTC and GATT 
(pt. III of OTC) in order to continue any effective administration of section 22. 
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Congress failed to act on OTC although the bill was reported favorably (by a 
vote of 17 to 7) by the Ways and Means Committee. Here again I believe I am 
correct in saying that the OTC-GATT prohibition of import quotas and virtual 
nullification of section 22 was one of the principal reasons for the refusal of 
the Congress to even consider OTC. 

It is thus apparent that, right up to the present time, the Congress has con- 
tinued to repeatedly and constantly reaffirm its intention that section 22 should 
and must be made fully effective regardless of any international agreement that 
night be inconsistent therewith. Yet, amazingly, the current administration 
has equally reaffirmed its intention to continue to ignore section 22 and to con- 
tinue its efforts to get Congress, by hook or crook, to make the trade agreements 
legislation and GATT superior to and controlling over our agricultural legis- 
lation and section 22. 

While Congress rejected OTC at the last session of Congress it may be pre- 
sented again at the next session. It is my hope that Congress will again reject 
OTO and again reaffirm its mandate that section 22 must be fully and effectively 
administered and enforced by the executive branch of Government. 

The foregoing review of the legislative history of section 22 can leave no 
doubts as to the intent of Congress. The present language of that section is as 
clear and explicit as any language that could be written in expressing that intent. 
All that is needed is a willing acceptance by the executive departments of the 
congressional mandate. 

If foreign countries could receive a sympathetic and complete explanation of 
section 22 and the true intent of Congress as expressed in it they would under- 
stand that an effective section 22 is an essential and integral part of our domestic 
agricultural legislation and programs and that the Congress means what it says 
in section 22. If the State Department could be induced to discontinue making 
statements and negotiating international agreements which are unauthorized 
and inconsistent with section 22, all foreign countries would soon recognize the 
justness and fairness of section 22 as written by Congress and would fully 
respect the reasons and need therefor, thus ending further friction on this point. 

It is the misunderstanding of the reasons for section 22, induced and fostered by 
the State Department, that causes discord among and complaints from foreign 
countries. 

Since section 22 is already mandatory upon the President, and is so clear in 
its policy, intent, and detail of procedural execution, further amendments could 
only restate the intent already clearly expressed. We suggest that this com- 
mnittee might well endeavor to ascertain why the executive departments have not 
more effectively carried out the congressional will in the administration of 
section 22; why the State Department has not renegotiated GATT to conform 
to section 22—as the law has really required them to do since 1951; and why a 
conscientious effort to properly explain the reasons and intent of Congress to all 
foreign countries, without any apologies therefor, has not been made. 


WASHINGTON, D. C., October 11, 1956. 
Hon. HALe Boggs, 
Chairman, Subcommittee on Tariff, Customs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, House Office Building, 
Washington, D. C. 


Dear Mr. Boees: We should very much appreciate this letter and the appendix 
attached to it being made a part of the record of the hearings before your 
subcommittee, 

We believe that the very serious deficiencies in the present trade program 
stem almost entirely from the absence of any firm legislative directive from the 
Congress on the subject. 

Under the present system the interests of American export industries and the 
interests of American industries producing for the home market are forced into 
direet conflict with each other. When the State Department negotiates an 
advantage for a particular export commodity abroad, this advantage may then be 
completely lost if at any time the executive branch undertakes to protect an 
American home production industry by putting into effect any findings and 
recommendations of the Tariff Commission based on the “serious injury” concept 
of the eseape clause. This is because the trade agreements heretofore nego- 
tiated allow a foreign country to withdraw a concession if we exercise our rights 
under the escape clause. This enforced conflict between American export groups 
and American home production groups has been, in our opinion, the source of 
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most of the antagonistic testimony that the Committee on Ways and Means has 
been receiving from the variously interested witnesses appearing before it for 
the last 5 years or so. 

Their strongly conflicting testimony has obscured the fact that there are 
actually many areas in our trade program in which there is no real controversy 
at all between American groups. We believe that, by enacting legislation that 
completely separates the import aspects from the export aspects of our foreign- 
trade program and by outlining the exact procedures under which each part 
of this program is to be separately conducted, the Congress can make the general 
objectives of our present trade program really workable, in the best interests of 
American exporters, American home production industries, and American im- 
porters, and on a basis that is fair and reasonable for each group. 

The attached appendix contains a rough outline of how such permanent legisla- 
tion could possibly be worked out. It is based on the features of the present 
program which appear to be the least controversial. It is intended to have the 
Same general objectives as the present program and strengthen its long-run 
effectiveness, but at the same time to use other methods to handle those parts 
of the program that have become a source of major controversy. 

The four separate parts of this legislation as proposed in the attached appendix 
would— 

(a) Establish the reduced tariff rates negotiated at Geneva this year as the 
permanent statutory rates of duty, subject to being raised or lowered thereafter 
by the Tariff Commission under the procedures outlined therein. 

(b) Grant the President permanent and specific authority to negotiate agree- 
ments beneficial to our export trade. Under this, the President could put into 
effect almost all the provisions he has already negotiated in GATT and OTC. 
His present exercise of authority would be modified chiefly in the following 
respects only : 

(i) Provisions which might possibly be construed as having legal effect 
internally in the United States would have to be submitted to Congress for 
ratification ; 

(ii) The escape-clause provision in the present GATT would have to be 
reworded so that legitimate exercise of the escape-clause provision by the 
United States would not enable other nations to retaliate, legally and without 
breach of contract, against our export industries ; 

(iii) The provision in GATT against import quotas would either have to 
be submitted to Congress for ratification or renegotiated so that quotas would 
be permissible if necessary to prevent serious injury to United States in- 
dustry ; and 

(iv) Article 14 of OTC would have to be renegotiated so as to make OTC an 
arbitrating group rather than a judicial body applying sanctions having the 
force and effect of law. 

(c) Grant to the President, as outlined in part IV of the proposed legislation, 
real power both to negotiate these permanent agreements, and enforce agree- 
ments already made, by authorizing him to raise the duty rates of the products 
of any foreign country to those of January 1945, in cases of breach of agreement, 
ete. The rate reductions negotiated at Geneva this year leave the United States 
with little or no bargaining power with which to secure further advantages abroad 
for our export trade. Possibly this is the reason article 14 of OTC was drawn up 
with sanctions in it, on the assumption that the United States could always 
earry enough votes in OTC to help our export industries secure favorable treat- 
ment, but overlooking the fact that OTC could apply these sanctions against the 
United States with resultant damage to our own export industries. 

(ad) Remove the question of serious injury to United States industry from its 
present star-chamber status in the State Department, by transferring these 
questions to the Tariff Commission to be handled like other administrative 
agency matters, through public hearing, statutory standards of decision, decision 
on the record, and the losing party being accorded an opportunity of review. By 
thus completely separating the problems of our export industries from the entirely 
different controversies between American importers and American home-produc- 
tion industries, a major source of dissension within the American economy with 
regard to the present program would be removed. 

(e) No question would arise of a constitutional nature with regard either 
(i) to improper delegation by Congress of its constitutional duties or (ii) of lack 
of due process in adjudicating the business interests of various segments of the 
American economy by administrative officials. 

This letter, and the appendix attached to it, is submitted in the hope that it 
may be of some assistance to the subcommittee in finding a relatively noncon- 
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troversial solution to what is now an extremely serious problem, both from a 
constitutional and a practical point of view. 

The opportunity of filing this statement for the record is very much appreciated 
and we should be glad to furnish any further information that the subcommittee 
may desire. 

Sincerely yours, 
WINE INSTITUTE, 
Epwarp W. WoorTon, 


RouGH OUTLINE For AN Act To ESTABLISH A PERMANENT UNITED STATES FOREIGN 
TRADE Po.icy* 


PART I. POLICY 


Section 1. It is the policy of the United States to accord a fair competitive 
status in United States markets to the products of such other foreign nations 
as accord a fair competitive status to United States products in their own 
markets on terms substantially similar to those accorded foreign products under 
the terms of this Act. 

Sec. 2. Such fair competitive status shall be deemed to exist in the entry and 
sale of foreign products to the maximum extent consistent with such measures as 
may be necessary to prevent or remedy any serious injury to United States 
industry, agriculture, or labor arising from the importation and sale of foreign 
competitive products. 

Sec. 3. Nationals of foreign countries according a fair competitive status to 
United States products shall have the same right of access and participation, 
either in person or through representative, in administrative and judicial pro- 
ceedings of the United States as are accorded to United States nationals under 
the provisions of this Act. 

Sec. 4. Excepted from the policy expressed in this part, are such measures 
as may be necessary to protect the national security, the national currency or 
financial reserves, and measures necessary to maintain the national ‘revenues 
through imposition of duties to the extent that other methods of obtaining 
revenue are deemed impractical. 

Sec. 5. In furtherance of the policy stated in this part, the statutory rates of 
duty on and after the date of the enactment of this Act shall, except as otherwise 
provided in this Act, be the rates in effect on the effective date of this Act. 

Sec. 6. The provisions of this Act shall apply initially only to countries that 
have trade agreements in force with the United States on the effective date 
of this Act. 


PART Il. EXPORTS 


Sec. 20. The President is authorized to negotiate such agreements with for- 
eign countries as will result in securing for American export industries a fair 
competitive status in foreign markets on a basis substantially similar to that 
expressed in part I of this Act. 

Sec. 21. In such agreements, the President is authorized to negotiate (i) 
rules or principles to be applied in settling international trade disputes, (ii) 
provisions requiring arbitration of international trade disputes, and (iii) pro- 
visions establishing any organizations necessary for the foregoing purposes. 
Such agreements shall, except as provided in section 22, have no effect as internal 
law in the United States. 

Sec. 22. Whenever any provision or procedure entered into under sections 
20 or 21 is intended to have, or may have, effect as internal law in the United 
States, the President shall, prior to final signature, submit the same for ratifi- 
cation by both the Senate and the House of Representatives. 

Sec. 23. The Department of State shall report annually to Congress (i) the 
agreements negotiated under this part, (ii) the extent to which foreign nations 
have maintained their agreements, (iii) the disputes that may have been arbi- 
trated under such agreements and the opinions of the arbitrators, and (iv) its 
recommendations for legislation necessary to further the policies expressed in 
part I of this Act. 

Sec. 24. The Department of State is authorized and directed, with the assist- 
ance of the Department of Agriculture in the case of agricultural products, and 
of the Department of Commerce in the case of other products, to provide such 
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information, facilities, and assistance as United States export industries may 
need in availing themselves of the provisions of this part. 

Sec. 25. The Departments of State, Agriculture, and Commerce are author- 
ized to employ personnel and establish facilities necessary for the operation of 
this part, and there is appropriated for that purpose, etc. 


PART III. IMPORTS 


Seo. 30. The Tariff Commission is authorized and directed to raise or lower 
rates of duty, and to impose or remove quantitative restrictions, on foreign prod- 
ucts in such manner as to allow the entry and sale of foreign products, imported 
from countries that have made agreements under parts I and ITI of this Act, to the 
maximum extent consistent with preventing or remedying serious injury to 
United States industry, agriculture, or labor arising from the importation and 
sale of competitive products. 

Sec. 31. Set out definitions of “serious injury” and what constitutes “United 
States industry, agriculture, or labor,” following along lines already approved by 
Congress in the “escape clause.” 

Sec. 32. (a) The standards to be followed in applying evidence presented in 
favor of foreign products shall be: (Insert here any specific tests that may seem 
desirable for the Commission to follow in arriving at its final determination under 
section 30 above.) 

(b) The standards to be followed in applying evidence in favor of United States 
products shall be: (Insert here any specific tests that may seem desirable for the 
Commission to follow in arriving at its final determination under section 30 
above.) 

Sec. 33. Set out procedural provisions covering (i) action by the Tariff Com- 
mission on its own motion, or on application of any interested party representing 
(a) import groups asking for relaxation, or (b) home production groups asking 
for restrictions; (ii) notice and public hearing; (iii) decision must be on the 
record of the hearing. 

Sec. 34 Set out provisions making the decision of Tariff Commission final sub- 
ject to review. Review could be either (i) legislative or (ii) judicial. 

If legislative review is used, the decision could be sent to Congress and take 
effect if it was not objected to by either House within a certain period (as in 
the Reorganization Acts). 

If judicial review is used, the procedure used in the Federal Alcohol Admin- 
istration Act could be followed, with the losing party appealing on the record to 
a specified court (e. g., the Circuit Court of Appeals for the District of Columbia 
Circuit, or the Customs Court), and the Tariff Commission decision heing final 
unless arbitrary, capricious, or unsupported by evidence, and with no further 
court review unless the Supreme Court should be willing to grant certiorari. 

Sec. 35. Excepted from the provisions of this part, and from the jurisdiction of 
the Tariff Commission, would be any special legislation enacted by Congress and 
specifically named here, such as section 22 of the Agricultural Adjustment Act 
and the Sugar Act. 

Sec. 36. The Tariff Commission is authorized to employ personnel and estab- 
lish facilities necessary for the administration of the provisions of this part, and 
there is appropriated, etc. 


PART IV. SUSPENSION OF PROVISIONS 


Sec. 40. On and after three years from the date of the enactment of this Act, 
its provisions shall not apply to products of any foreign country which, having 
made an agreement with the President under the provisions of part II (i) is not 
in good faith conforming to its agreement, (ii) fails to arbitrate a trade dis- 
pute under such agreement, or (iii) withdraws from such agreement; nor to the 
products of any foreign country which the end of such three-year period, has 
Se conclude an agreement with the President under the provisions of 
part IT. 

Sec. 41. In cases where the products of a foreign country are not entitled to 
importation and sale under the provisions of this Act by reason of section 40, 
such products shall pay duty at the rates in effect on January 1, 1945 (or such 
date earlier than January 1, 1945, as may seem necessary to give effective weight 
to securing the agreements to be made under part II), or such higher rates of 
duty as may be put into effect under the provisions of part ITI. 

Sec. 42. The provisions of this part shall be put into effect by findings and 
proclamation made by the President on not less than ninety days’ notice. 
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San Dreco, Carir., October 10, 1956. 
Representative Hate Boces, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, Committee on Ways and Means, Washington, D. C. 


DeAR Str: It is respectfully requested that the following statement be included 
in the record of the hearings on trade policy conducted by your subcommittee 
during September 1956. 

In order that our interest in trade policy be understood, it might be well to 
explain the history of our group. Some 1,200 of us, wives, mothers, sisters of 
tuna fishermen banded together in the spring of 1955 to help fight the devastating 
impact that unrestricted imports of Japanese frozen tuna were having on our 
livelihoods, our homes. 

The situation, which was then dramatized by the enforced idleness of almost 
the whole west coast tuna fleet, is no less critical today. Instead of the fleet 
being put out of business in one fell swoop, the same goal is being reached in 
degrees—no less inexorably. The danger which hung like the sword of Damocles 
over us then hangs there now—except that the hair which holds it is fraying, 
strand by strand, bringing our financial destruction closer, each month, each 
year. 

Our original purpose was to achieve an equitable quota on imports of frozen 
tuna from Japan. In following the devious path upon which our course has led 
us, We Come consistently on two words which are in effect a brick wall—trade 
policy. At first these words had no more than the normal significance to us— 
women whose chief concerns previously had been those of any average American 
housewife. But now those words have a bitter connotation for us, for we know 
that it is the trade policy of the United States, as it is practiced, that must bear 
the responsibility for the peril that faces us. 

The necessity of trade with other countries is obvious. For the United States 
to extend a helping hand to less fortunate countries which we keep within the 
free world is as essential. Superficially, it would seem a self-evident truth that it 
is better to help these countries to be more self-sufficient through trade than to 
render them loans or outright gifts. The defense of our Nation plays an im- 
portant part in these considerations. As long as our country remains strong 
economically, we can continue in our position of world leadership. 

But no government creates wealth. Whatever economic aid our Government 
makes available through loan, trade agreement, or gift to other nations, comes 
out of the earnings and income of the American people. If we become bankrupt 
at home, we shall defeat ourselves, and it will be too late for defense. 

The experience of domestic tuna producers—one small part of our Nation’s 
economy—may not seem significant. But to this add the experience of others— 
other segments of the American domestic fish producers, textiles, ceramics, and 
many others which when taken together spell out an important part of our total 
economy. When we look at the entire picture, we can begin to see the enormity 
of the situation. 

Each person in the United States whose livelihood is in jeopardy because of 
imports, encouraged by the trade concessions this Nation has so freely given, is 
weighing the evidence, and wondering to what end it will lead us. It would not 
be farfetched to predict that within the next few years, should the Government 
not protect American producers from unfair competition with cheap foreign labor 
better than it has in the recent past, that there will be such a tide of revulsion 
to the mere idea of foreign imports as to make even a moderate trade program 
most difficult to implement. 

As wives of American tuna fishermen, we are concerned, and needfully so, for 
- personal welfare, but above that, we are concerned with the welfare of our 
Nation. 

We do not feel that the present trade policy of the United States, as it is 
carried out, is fulfilling its primary purpose of benefiting this Nation militarily 
and economically. 

We believe that a searching reexamination and reappraisal of our reciprocal 
trade agreements policy is needed in order that the good of this Nation might 
best be served. 

More specifically, we believe that the American producer needs greater pro- 
tection from imports against which he cannot hope to compete. He needs deeper 
consideration before concessions are given, he needs help when harmed, he needs 
better procedures for determining the extent of injury. He is not expendable. 

Very truly yours, 
TUNA FISHERMEN’S WIVES EMERGENCY COMMITTEE, 
Laura Tocco, Chairman. 
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SEATTLE, WasHu., September 11, 1956. 
Hon. HALE Boges, 
Chairman, Subcommittee on Customs, Tariff, and Reciprocal Trade 
Agreement, Committee on Ways and Means, Washington, D. C. 


Dear Str: As owners of one of the largest and most efficient filleting and freez- 
ing plants on the Pacific coast, we request relief from excessive imports of frozen 
fillets. American fishermen and plant employees receive more for their 
catches and labor than foreigners, yet market prices for frozen fillets are largely 
set by heavy imports. This results in sporadic operation of boats and profitless 
operation of plants. 

As potential protein producers during an emergency, our facilities should 
be permitted to operate during peacetime, yielding a reasonable profit to the 
operator and some return on the owners’ investment. Otherwise, these facilities 
may cease operation or be diverted to other uses. 

Very truly yours, 
NortH Paciric FrozEN Propvucts Co., 
E. P. Baytey, President. 


BootH FISHERIES CoRP., 
Curcago, Itx., October 1, 1956. 
Hon. HALE Boggs, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, Washington, D. C. 


Dear Str: This statement is submitted in behalf of the American Seafood Dis- 
tributors Association, a nationwide organization of more than 225 members who 
are engaged in wholesale distribution of domestically produced and imported 
seafoods. Some of our members, including Booth Fisheries Corp., of which I 
am president, are also directly engaged in domestic production. 

It is not my intention to discuss, or even to state an opinion on the general 
problems of national trade policy. Believing that the needs of the committee will 
be better served by factual information with respect to specific industries, I 
shall confine my discussion to the field in which I am qualified by experience to 
speak, the field of production and marketing of fisheries products. 

In common with other members of the association, my own organization is on 
the firing line in marketing domestic fishery products in competition with other 
protein foods: Meats, poultry, dairy products, and eggs. As compared with pre- 
war years, this competition is formidable indeed. In these large-volume in- 
dustries tremendous strides have been made in grading, quality control, at- 
tractive packaging, advertising, and display. Because of increased volume of pro- 
duction, and in spite of price supports and rigid tariff and quota protection, these 
agricultural products are currently priced at only about 2.5 times the prewar 
average prices in 1938-40. This is not greatly in excess of the 2.2 times increase in 
prices generally as indicated by the Bureau of Labor Statistics index of prices 
for all commodities. 

In marked contrast, the weighted average prices paid domestic fishermen for 
food fish went to 3.1 times the prewar average in 1948-49 and by 1954 and 1955 
they went still higher to 3.6 times the prewar average. Consequently, in per- 
forming the necessary and important service of marketing a large part of the 
products of the domestic industry, distributors of fishery products must not only 
contend with greatly improved methods and facilities for marketing competing 
products, but they have the additional handicap of relatively higher price levels 
for fishery products. This can be, and often is, a very important consideration. 
For example, in retail marketing of frozen food items, refrigerated display space 
isata premum. There is no room for low-volume, slow-turnover products. Fish 
items which are slow moving because they are relatively overpriced are crowded 
completely out of opportunity to compete in many stores. 

Fish prices are thus substantially out of line with competitive food products 
and grossly out of line with wholesale prices generally. (In 1954 and 1955 prices 
eee stood at more than 160 percent of what the farmers would call 
parity. 

Such abnormal price relationships are ordinarily self-correcting as a result 
of increased supplies. But in the case of seafoods, the supply, even augmented 
by imports, was insufficient to meet the demands of increasing population and of 
increased consumer purchasing power. In contrast to competitive agricultural 
production, which increased without increases in acreage or manpower, great 
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increases in fishery production facilities, in manpower, and in total fishing effort 
have not increased fishery production above prewar levels. 

For the 6 years from 1936 through 1941 the domestic fishing fleet averaged 
about 5,500 registered vessels and about 30,000 motorboats. Stimulated by high 
prices in the postwar period, the fleet was rapidly expanded, so that during the 
6-year period from 1950 through 1955 about 11,000 registered vessels and 45,000 
motorboats were engaged. Manpower was increased by about 30,000 fishermen. 
Actually, the fishing power of the fleet was enlarged more than the figures indi- 
cate, for to a large extent the fleet was replaced and modernized with greater 
power and cruising radius and with new aids to navigation and fish finding. 

During these 6 years of more intensive fishing, the increased investment in pro- 
duction facilities and the increased operating expense of operating the enlarged 
fleet has not increased the average yield of food fish above the slightly less than 
3 billion pounds produced annually by the smaller prewar fleet. It has thus 
failed to add a pound to production or a dollar to the value of the product over 
what could have been realized from a fleet of prewar size. The potential profits 
from higher prices were entirely dissipated by the increased costs of operating 
the completely unproductive additions to the fleet. 

The fact that nearly doubled effort and expense has failed to increase produc- 
tion is the most significant development in the history of our fisheries. 

For the purposes of this committee’s present inquiry, its significance lies in 
the demonstrated fact that our domestic fishery resources are insufficient to sup- 
ply the needs of our growing population. It is simply inconceivable that produc- 
tion could have remained static for 20 years had the resource been capable of 
producing more. In the latter half of that 20-year period there have been 
extremely strong economic incentives for increased production. But these in- 
centives have served only to stimulate an unproductive and costly increase in 
investment and operating costs. 

Obviously a substantial supplement from imports is needed to meet consumers’ 
needs and to protect their interests. Although there has been a substantial in- 
crease in imports since the war, the quantities received have thus far been in- 
sufficient to bring consumer prices for seafoods back into line with those for 
competitive food products or into line with normal production costs. 

The need for reduction of abnormal production costs is particularly important. 
All of the arguments for higher tariffs and for quota restrictions on fishery 
products are based on the fallacious assumption that current costs of producing 
fish are normal. They are, in fact, highly abnormal in that they include the 
overhead and operating costs of production equipment in excess of that needed 
to realize and to maintain maximum production. That excess is obviously at 
least one-third and, in view of the technological improvements since the war, 
probably nearer one-half of the total equipment now in operation. 

It is my opinion that it is contrary to the public interest and to the long run 

interests of producers themselves to increase the economic incentives for further 
expansion of this wasteful and unproductive excess by restricting imports. 
Although somewhat outside of the scope of the committee’s present inquiry, I 
should like to comment briefly on the significance to conservation thinking and 
practice of this failure of production to respond to increased fishing effort. 
In the past, most such thinking has been expressed in terms of realizing and 
maintaining maximum long period average yields. It is obvious that, in order 
to realize maximum yields, sufficient fishing effort must be applied. So, for 
many fisheries, the problem has been one of developing sufficient economic incen- 
tive to justify even the minimum effort necessary. Accordingly, and very prop- 
erly, much of the effort of conservation agencies, such as the Fish and Wildlife 
Service, has been devoted to trade promotion activities and to technological 
studies designed to facilitate exploitation. 

At the same time, there has been a suspicion and in a few instances a clear 
demonstration that excessive fishing effort may defeat its own purpose and actu- 
ally reduce production. The outstanding example is, of course, the fishery for 
the Pacific salmon. 

But long observation and painstaking scientific studies have shown that for 
most fisheries increases in fishing effort above the minimum necessary to realize 
maximum sustained yields have very little effect on the long term yield. That 
is to say, increased fishing does very little good, and, if yield alone be taken as 
a criterion, very little harm. 

The practical meaning of this fact to business men engaged in fishing is that 
excessive fishing increases the cost of catching fish. 
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And to the sportsman, the practical meaning of this fact is that excessive 
fishing increases the time between bites and decreases the average size of the 
fish caught. 

It is therefore my opinion that conservation thinking in the Fish and Wildlife 
Service, in the fishing industry, and in Congress should be directed less toward 
total yield, which experience indicates can take care of itself, and more toward 
the practical objectives of reducing the costs of catching fish and of increasing 
the recreational value of our fishery resources. 

The first and minimum step is to check further uneconomic expansion by 
encouraging rather than discouraging imports. 

Respectfully submitted. 

R. P. FLETcHER, Jr., President. 


WILDLIFE MANAGEMENT INSTITUTE, 

Washington, D. C., October 12, 1956. 

Hon. Hate Boaes, 

Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 

ments, House Committee on Ways and Means, House Office Building, 

Washington, D. C. 

DEAR CONGRESSMAN Boees: Enclosed is a copy of the statement the institute 

is submitting for inclusion in the record of the hearing conducted by the Sub- 

committee on Customs, Tariffs, and Reciprocal Trade Agreements. 

It is our understanding that the record is open until October 15 for the sub- 

mission of statements. Your courtesy is appreciated. 
Sincerely, 

DANIEL A, PooLe, 

Editor, Outdoor News Bulletin. 


STATEMENT OF DANIEL A. POOLE 


Mr. Chairman, I am Daniel A. Poole, editor of the Outdoor News Bulletin, a 
conservation news service issued by the Wildlife Management Institute. The 
institute, a private, nonprofit, membership organization, with offices in Washing- 
ton, D. C., is dedicated to the better management and wise use of renewable 
natural resources in the public interest. It is one of the oldest national con- 
servation organizations in the country, with a program dating back to 1911. 

During the past several months much public attention has been focused on the 
economic plight of some segments of the commercial fishing industry. State- 
ments by responsible organizations and individuals have blamed existing tariff 
rates and reciprocal trade agreements as enabling foreign fishermen to saturate 
domestic markets with their products. It is contended that these foreign pro- 
ducers, aided by favorable export conditions with the United States and because 
of appreciably lower overhead and operating costs, are able to compete success- 
fully with domestic fishermen. 

As a result, there has been some agitation for the Federal Government to pro- 
vide protection for domestic fishermen through increased tariffs on fisheries 
imports. There is grave doubt, however, that such action actually would benetit 
domestic fishermen. 

There now is approximately twice as much fishing effort by American fisher- 
men than there was immediately prior to World War II. Significantly, there 
has not been a corresponding increase in the total annual catch. Despite ex- 
panded fishing effort, both in numbers of fishermen and in improved gear, the 
total harvest has not risen proportionately. In fact, it is many millions of 
pounds less (1955 figures) than what it was just 4 years ago. This means that 
each fishing unit is taking a smaller share than it did previously. 

An increase in tariff rates on foreign fish products would stimulate domestic 
fishermen to fish harder, and more fishermen and more gear undoubtedly would 
be enticed to participate. Inasmuch as experience has shown that increased 
fishing effort has not resulted in a larger domestic catch of fish, it is believed 
that any such additional tariff protection would, in the end, force a still larger 
number of fishermen to share in the relatively static catch, and that more wide- 
spread economic misfortune would result. 

Increased tariff rates also would have a correlative impact on the national 
fisheries conservation program. The institute always has supported the formula- 
tion and carrying out of realistic programs to assure the maximum annual 
sustained yield of fish by commercial fishermen. We believe such a program to 
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be in the best interest of the fishermen as well as of the Nation. On the other 
hand, increased fishing pressure, brought on by the incentives of improved tariff 
protection, would result in a more exploitative type of fishing where the catch 
is based on economie necessity and a struggle for survival in the industry with 
complete disregard for the maintenance of adequate brood stocks. 

Under more competitive domestic fishing conditions, fishermen will be moved— 
and some already are—to deploy their boats and equipment for more widespread 
use. This is evidenced in the increased pressure on Pacific salmon by tuna boat 
fishermen ; by New England fishermen on sea bass and fluke off the Virginia coast, 
and by shrimpers in the Gulf of Mexico on other species. By shifting their oper- 
ations in order to maintain a longer period of productivity, commercial fishermen 
are taking species which already support a highly competitive commercial fishery. 
It should be pointed out, also, that many of the species being taken are the basis 
of thriving sport fisheries which provide enjoyment for many thousands of anglers 
as well as a livelihood for persons providing equipment and services. 

Leading conservationists have been contending for years that the commercial 
fishing industry would not be benefited by production incentives that would induce 
more fishermen to enter that field. Further tariff restrictions would be one of 
those incentive-type plans, and the institute does not think that such a move 
would benefit either the commercial fishing industry or the other important seg- 
ments of the public that have an important stake in those invaluable natural 
resources. 





COLUMBIA RIVER PACKERS ASSOCTATION, INC., 
Astoria, Oreg., October 14, 1956. 
SUBCOMMITTEE ON CUSTOMS, TARIFF, RECIPROCAL TRADE AGREEMENTS, 
Committee on Ways and Means, 
House Office Building, Washington, D. C. 


GENTLEMEN: The following constitutes a statement for the record in relation 
to hearings held by your committee September 17 to 28, 1956 relative to customs 
and tariff laws. We requested permission to file such a statement prior to Oc- 
tober 15, 1956 in a letter, under date of September 7, 1956, to the Honorable Hale 
Boggs, Member of Congress, chairman. 

The Columbia River Packers Association, Inc. is the fourth largest processor 
of canned tuna in the Nation and the largest tuna canner located outside the 
southern California tuna packing center. Its main plant is located at Astoria, 
Oreg. It has recently acquired the business and facilities of Hawaiian Tuna 
Packers, Ltd. in Honolulu, T. H. This company has been a processor of salmon 
and other seafood products for over half a century and entered into the tuna 
packing business in 1939, following the appearance of runs of albacore tuna off 
the coasts of Oregon and Washington. 

Our particular interest in the studies being conducted by your committee per- 
tains to the importation of canned and frozen tuna. The unusual conditions 
which exist with respect to imports of tuna into the United States must be given 
special consideration in any broad approach to the general policies respecting 
foreign trade. 

WORLD RESOURCE WITH ONE MARKET 


The tuna fishery is a worldwide operation, with resources of varying size 
appearing around the world at varying distances from the Equatorial Belt. Tuna 
resources available off the coasts of this Nation are limited and in no way suffi- 
cient to supply the domestic market. The bulk of what is termed United States 
production is tuna which is caught off the coasts of Central and South American 
nations by American-flag vessels operating under licenses issued by the countries 
off the coasts of which they operate. 

The world supply far exceeds the amount consumed by other nations and, in 
fact, the United States constitutes the only substantial market for canned tuna 
in the world. We point this out to emphasize that there does, and always will, 
exist a tuna import problem as far as this Nation is concerned; and, the addi- 
tional fact, that with very small domestic resources, the tremendous American 
market created during the past 30 years will always be dependent upon world- 
wide production. 

It can be conservatively stated that the prewar market for canned tuna in this 
country approximated 2% million cases; whereas it is estimated the consumption 
of tuna in the United States this year will exceed 12 million cases. It is further 
reasonable to believe that considering the popularity of this item and our pros- 
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— population growth, we must anticipate supplying a steadily increasing 
emand. 

This is particularly true in relation to albacore or white meat tuna which is 
sold at a premium over other tuna. The supply of this fish is extremely variable. 
The only known resources to date are off the coast of southern California and 
Mexico; the Pacific Northwest coast; and another off the coasts of Japan. The 
California resource disappeared completely in the 1920's, returning in the 1930's: 
the Pacific Northwest resource appeared suddenly in 1938, remained evident until 
1950, and then disappeared completely for 5 years, returning in a minor way in 
1956. The Japanese resource’s history indicates an extremely variable produc- 
tion. At its best the production of this fish from all sources has not been suffi- 
cient to meet the market potential. Imports are a direct necessity if the 
American market demand for this type of tuna is to be satisfied. 

Imports of this type of tuna constitute 90 percent of this company’s receipts 
and only 18 percent of the total canned tuna production of the American industry. 


TARIFFS AND QUOTAS 


In considering the application of tarffs and/or quotas on imports of tuna, a 
clear distinction should be made as between imports of frozen tuna as compared 
to imports of canned tuna. 

We believe that it is against sound long-range economic principle for this 
Nation to impose either tariffs or quotas on raw materials imported into this 
country for manufacture here. : 

This country is dependent upon outside sources for much of its raw material 
and is becoming increasingly so as the years go by. Without the ability to im- 
port freely, and at costs so the finished product can compete in the market place, 
millions of dollars in current payrolls would be nonexistent and many of our 
great industries could not continue their present volume of operation. 

This situation applies to the importation of frozen tuna into this country. 
Costs of bringing this raw material to the United States are high enough to over- 
come any advantage of other nations relative to the cost of catching the fish. 
Foreign nations adjust their selling price to the domestic market. This tuna 
once in the United States acquires domestic manufacturing costs and when it 
finally reaches the retail market must be sold at the same levels as the domestic 
product in order to realize a reasonable profit. Its manufacture creates pay- 
rolls here, not only direct but also indirect payrolls, based upon large purchases 
of cans, salt, vegetable oils and other elements that go into the processing of 
the canned product. Herein lies the difference between the importation of raw 
materials as compared to the importation of finished articles. They do not create 
any substantial payrolls, or new employment. In the case of this company, the 
ability to import frozen tuna on a tariff-free quota basis has enabled us to main- 
tain for almost 12 months each year this community’s most substantial single 
payroll. The fact that this company was able to continue in the tuna business 
through these imports, enabled it, when albacore tuna appeared suddenly again 
off our coast, to help American fishermen by purchasing substantial quantities. 
Other processors who had abandoned the tuna business when the local supply 
disappeared were unable to do this. Their facilities were not prepared and, 
most important of all, they had no established markets. 

We believe in a reasonable but not prohibitive tariff on manufactured articles 
sold to us by friendly nations at rates which tend to level out the advantages of 
the lower wage and manufacturing costs of such nations. 

We believe that our laws relative to reciprocal trade agreements should be 
amended so that no nation, under the favored-nations clause, would be per- 
mitted to use rates established in an agreement by the United States with an- 
other country, in relation to specific commodities which that latter nation does 
not produce or import. 

The greatest damage done to the domestic tuna industry as related to imports 
has resulted from an unusual condition, which permits the importation of tuna 
eanned in brine at 12% percent ad valorem duty. The duty on tuna canned in 
oil is presently fixed at 35 percent ad valorem. This variation in duties is as in- 
consistent as having one tariff for black shoes and another for brown shoes. 

Exporters of tuna discovered in 1950 that in making a trade agreement with 
Iceland in 1943 this country had included a “basket” category covering duty 
on “fish canned in brine.” Tuna had been historically canned in oil and a duty 
fixed after careful studies of competitive costs at that time. Basing their action 
upon the Icelandic agreement, some foreign exporters began to can tuna in 
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brine and, taking advantage of the 12%-percent duty, have sent that product 
into this country on a basis that enables its sale at 6 to 8 cents a can lower than 
the price which must be asked for the product processed here. The threat of 
competition from this low-priced finished product has done much to demoralize 
the domestic market. It should be noted that Iceland never has and does not 
now produce or export canned tuna. This example is cited to illustrate the 
need for our request above that no “favored nation” be allowed to make use 
of a United States agreement with another nation to obtain a tariff advantage 
in relation to a product which the nation with which the agreement was made 
does not produce or export. 

We are cognizant of the need of this country for foreign trade and also its 
need, from a world-defense angle, to maintain as far as possible the economies 
of friendly nations. In this respect we would point out that Japan, the principal 
exporter of frozen tuna, is the biggest purchaser of American agricultural prod- 
ucts in the world and that nationwide the benefits from their purchases of com- 
modities which we most need to sell are important factors in supporting our own 
economy. We feel, in view of this fact, this Nation would not be acting in its 
best interest to in any way limit or curtail the imports into this country from 
Japan, or any other friendly nation, of a raw material which is needed in our 
markets and which, through its manufacture here, adds to payrolls and employ- 
ment. It might be noted in this connection that Japanese credits obtained by the 
sale of frozen tuna in this State have been applied to large purchases of wheat 
and barley, items which this area must export. In fact, Japanese purchases, as 
indicated by export shipments from this area, are many times the amount of 
credits they obtain through the materials they send into this area. 

Again we wish to reiterate that this country represents the only substantial 
market for the world tuna resource and that any limitation upon the free im- 
portation of this fish as raw material for manufacture here will result in its 
arrival here as a finished product, with no direct benefits to our economy. 

We respectfully urge that you give consideration to our request for mainte- 
nance of the free flow of raw materials into this country and amendment of our 
laws so as to prevent, in the future, such an incident as created the situation 
discussed above, of two radically different tariff rates for practically the same 
item. 

Respectfully yours, 
CotumMBIA River PAcKerRsS ASSOCIATION, INC., 
JaMeEs H. Cettars, Public Relations Officer. 


House oF REPRESENTATIVES, 
Washington, D. C., October 10, 1956. 
CLERK, SUBCOMMITTEE ON TARIFFS, CUSTOMS, AND RecrprocaL TRADE, 
House Ways and Means Committee, New House Office Building, 
Washington, D.C. 
Dear Sir: I am enclosing herewith a copy of a letter I have received from one 
of my constituents, Mr. Tom E. Moore, New Scotland, Cumberland, Va., concern- 
ing the import duties on bagpipes, kilts, sporrans, etc. 
I would greatly appreciate any consideration given by your group in behalf 
of the problem he raises. 
With kindest regards, I am 
Sincerely yours, 
W. M. Assirt. 


CUMBERLAND, VA., September 29, 1956. 
Hon. Watt ABBITT, 
Appomattoz, Va. 


Dear Sire: I am in the business of importing bagpipes and the accessories 
appropriate for bagpipes and pipe bands for sale in the United States. The 
instruments and equipment, including kilts, sporrans, spats, reeds, and many 
other items of apparel, are singularly and peculiarly useful to pipers and to 
pipe bands, and generally to no other group of people. 

No similar manufacture exists in this country. There are not more than a 
dozen or so custom-made instruments produced on these shores, in an entire 
year. And insofar as I have been able to discover, there is no manufacturer in 
the United States desirous of starting manufacture of such goods. 
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Strangely, pipes and their immediate accessories are taxed 15 percent; kilts are 
taxed 23% percent plus $0.375 per pound of weight; and sporrans are taxed, 
I believe, at 50 percent. The reason is simple: Pipes are woodwind instruments, 
kilts are woven woolen clothes, and sporrans are purses. The reasoning, how- 
ever, escapes me. 

The question that comes into my mind as I buy my imports again at the customs 
office (the cost is passed on to the customer), is this: Are these taxes supposed 
to be protective or are they supposed to be punitive? If they are protective, 
what are they designed to protect? If they are not, they must be punitive and 
discriminatory against the relatively few people who wish to buy and play these 
instruments, or wear the Scottish garb. It is in this light that I am lodging 
my protest with you, hoping that action may be undertaken to do away with 
the entirely unjust and extremely singular duty levied against us. 

I play in the Washington Scottish Pipe Band, and if the House of Repre- 
sentatives wishes to see pipers in the flesh, and see the exact implications of 
what I have to say, I can assure you it would be convenient for us to put in ap 
appearance which would long be remembered in the Halls of Congress. 

Would you kindly give this problem some thought; and, if the possibility exists 
that persons of Scottish or Irish descent can be elevated above the level of second- 
class citizens, I should very much appreciate your kidness in taking appropriate 
action. 

Very truly yours, , 
Tom E. Moore. 


ELKHORN, WIis., October 10, 1956. 
Hon. Hate Boaes, 
Chairman, Tariff Subcommittee, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Str: Our attention has been called to the fact that the Tariff Subcom-. 


mittee of the House Committee on Ways and Means has just recently concluded 
hearings with respect to the operation of customs, tariffs, and trade agreements. 
While hearings have been completed it is our understanding that statements 
from interested parties will be accepted for your files until October 15. 

Due to the shortness of time we will not have an opportunity to make a de- 
tailed statements of our position and experience under administration of current 
laws. 

We want to go on record, however, as being very unhappy with and very dis- 
couraged with the administration of these laws to date. In our opinion the 
effect of such administration on the woodwind musical instrument industry makes 
a travesty of the word “reciprocal” in the connection with the present Tariif 
Act. 

In the first place our tariff at 15 percent is considerably below nominal tariffs 
granted on similar products by England, France, and other countries which 
export to the United States. Worse yet, exchange restrictions and other devices 
are used to make it practically impossible to export any instruments ineluding 
brass wind instruments to the same countries. We would never be able to export 
in large quantities to these countries, of course, because of the very great 
difference in labor costs which are nowhere near equalized at the tariff of 15 
percent levied by United States Customs. Nevertheless, we are denied the 
opportunity of fighting back. It is incomprehensible to us that our Government 
would leave the domestic industry exposed and defenseless while not insistinz 
on fair and equal treatment from the countries who have been given such favors 
and opportunities. 

In 1952 five members of the domestic woodwind industry appealed to the 
Tariff Commission for relief under the escape clause embodied in the Tariff Act. 
The Tariff Commission rejected our application for relief indicating that it 
found no serious damage taking place to the industry or threatened. Yet in the 
years since that finding, 2 of the 5 petitioners have gone out of business because 
they could not compete with these imports. A third petitioner who happens to 
be the largest band-instrument manufacturer in this country if not in the world 
has discontinued the manufacture of woodwind instruments entirely because it 
could not compete. We don’t know what is required in order to show injury but 
apparently you have to be dead before you can show that you are hurt and, of 
course, after you’re dead you can’t say very much—at least we have never found 
it so. 

Both of our great political parties have talked frequently and strenuously of 
their interest in protecting small business and small industry. Yet the record 
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is full of instances in which small industry has been denied relief while the large 
mass production industry retain most if not all of their tariff protection and, in 
any case, have gobbled up the dollars which have been legislated away from 
small industry. 

Gentlemen, the country’s economy probably won’t miss the few hundred jobs 
which are affected by our industry but if this continues to be policy of our 
Government and this country ever does encounter a depression or recession 
the many hundreds of small factories and industries we might have had are 
going to be sorely missed for the jobs they would have provided. 

Yours very truly, 
FRANK Hotton & Co., 
3y Expiorr KEx#L, 
Executive Vice President. 


ELKHART, INp., October 10, 1956. 
Hon. HALE Boaes, 
Chairman, Tariff Subcommittee, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


My Dear Mr. Bocas: We were one of the musical instrument manufacturers 
who previously requested relief under the escape clause, which relief was most 
essential if we were to continue the manufacture of woodwind instruments 
in our factory. 

Inasmuch as the application for relief for our group, classification 1541A, 
was rejected, we have been forced to discontinue the manufacture of woodwind 
instruments in our factory due to our inability to compete with manufacturers 
of foreign-made woodwinds, which manufacturers are fully protected by the un- 
justly low tariffs on imports and such other advantages as subsidies paid by the 
French Government to aid the French domestie exporters. Although it is essen- 
tial that we manufacture a complete line of both brasses and woodwinds, yet 
under existing conditions we are faced with the problem of operating our wood- 
wind department at a decided loss or suffer the undetermined loss of both 
brass and woodwind business if tariff protection against foreign woodwinds will 
not permit us to soon resume the manufacture of a complete line of band instru- 
ments (which most definitely includes woodwinds). 

While protection on woodwinds is imperative at this time, yet we also urge 
that consideration be given to protection on brasses whose imports are con- 
tinually increasing. 

We urge that your industry give careful study to the applications our band- 
instrument industry has previously filed and that relief be given us without 
further delay. 

Sincerely yours, 
BuescHer BANp INSTRUMENT Co., 
Lynn L. Sams, Vice President. 


Boston, MAss., October 4, 1956. 
Hon. HALE Boee6s, 
Chairman, Tariff Subcommittee, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Mr. Boces: Enclosed are copies of my statement which I think will be of 
interest to your committee and its staff. 

Various individuals have appeared before your committee at the recent hear- 
ings and made statements advocating low tariffs. That is, it seems, on other 
products, not their own. I have checked the tariff or restrictions on their 
particular commodities. I am sure you will want to include this information in 
your files : 

Mr. Charles H. Percy, photographic equipment, classification No. 228, tariff 
50 percent, not reduced at the recent Geneva Conference. 

Mr. Erie Johnston, film, classification No. 1551, a high specific tariff, not 
reduced at Geneva. 

Mr. Stanley H. Ruttenberg, AFL—-CIO—Limitations on immigration, pre- 
venting additions to the American labor market. Restrictive rules and 
high initiation fees limit entrance of workers to specific trades. 

Others similarly testified before a congressional committee 2 years ago, at the 
time of the Geneva Conference. One of them, Secretary of Commerce Weeks, 
advocated lowering tariffs; however, he did not mention that his business in- 
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terest—snap fasteners—has a high tariff of 60 percent, and surprisingly, in view 
of his testimony, his tariff was not reduced at the Geneva Conference. 

I would gladly swap the tariff on my commodity with any of the tariffs on the 
commodities of those who have testified. 

I think the records should also show how tariffs are again being used for 
political purposes. Last week, the tariff on woolens was temporarily raised for 
the remainder of 1955. Or, stated in another way, “for the duration” of the 
election. Of course, this is quite helpful to the woolen mills in Maine, but I doubt 
if any action would have been taken if Maine had gone Republican as usual last 
September. 

Very truly yours, 
THE CuNpDY-BETTONEY Co., INC., 
By Artuur E. Hastenpt, Vice President. 


STATEMENT OF ARTHUR BE. HASTEDT, VICE PRESIDENT OF THE CUNDY-BETTONEY Co. 


I appreciate very much the opportunity of presenting to this committee, my 
comments about the escape clause, antidumping, countervailing duties, and re- 
stricted trade practices engaged in by foreign countries. 


ESCAPE CLAUSE 


The Cundy-Bettoney Co. was 1 of 5 woodwind instrument manufacturers who 
requested relief under the escape clause on April 29, 1952, for woodwinds, classi- 
fication 1541A. Our group, like almost everyone else who made application for 
relief under the escape clause, was turned down. 

We were turned down, even though the Tariff Commission in their report, 
dated April 28, 1953 (1 complete year after the filing of the petition), stated 
that employment had decreased from 1,300 workers in 1939 to 1,150 workers in 
1951, and 900 workers in 1952. The report stated: “The imports of clarinets, 
which is the largest subclassification of woodwinds, increased from 18,277 in 
1939 to 44,420 in 1952.” The report also showed that the domestic production 
was 50,336 in 1939 and 47,995 in 1951. They also stated: “There is no evidence 
that the conditions prevailing in 1952 represented the beginning of a downtrend 
in the domestic industries.” 

Since April 1952, 2 of the 5 petitioners have gone out of business. One more 
has discontinued the manufacture of woodwind instruments. At least two other 
woodwind companies, not petitioners, have gone out of business. Imports of 
clarinets in 1955 increased to over 72,000, while the American manufacture of 
clarinets decreased. It can readily be seen that the Tariff Commission’s crystal 
ball was somewhat clouded. 

We are decidedly a handcraft industry where labor is over 70 percent of cost. 
I quote from the Randall report on page 52: “Here, quite obviously, with labor 
the major cost, imports cannot only be serious, but destructive to the domestic 
industry without a tariff.” The original tariff of 40 percent did not adequately 
cover the basic cost differential between the United States and foreign countries. 
The reduction of our tariff to 15 percent has aggravated this situation to an 
extreme extent. The net result has been that the foreign instrument has taken 
over approximately 80 percent of the domestic market which was greatly devel- 
oped by the American manufacturers through their efforts in fostering the 
school music programs. 

It should be mentioned here also that our handcraft industry had inadequate 
tariffs in 1930 because of a lack of political skill or cortacts, and have also re- 
ceived tariff cuts whenever negotiations have taken place. Mass-production 
industries, who according to the Randall report need no tariffs, had excessive 
tariffs in 1930 which have not been reduced to their theoretical proper level. 
Generally speaking, tariffs have been reduced on a percentage basis without 
consideration of the individual cases. I believe this is well understandable, 
when we realize that our negotiators have 40,000 items to consider in a very few 
weeks. The time allowed per item becomes infinitesimal. 

There are certain regulations that are made from time to time which may 
be of interest to this committee. For instance, a few years ago the Treasury 
Department ruled that musical instruments could be imported with paper labels 
stating country of origin. As opposed to this, this committee may be interested in 
the required marking of razor blades, which, as you know, are a mass-production 
industry, and one domestic manufacturer controls practically 90 percent of the 
business. In addition to a present excessive tariff on manufacturing costs, for- 
eign blades must be stamped in a manner not required by the domestic producer. 
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i quote from the Summary of Tariff Information, volume No. 3, issued by the 
United States Tariff Commission : 

“Competition from imports is limited. Production of holders and blades 
is well adapted to mass-production methods in which United States’ manu- 
facturers excel; the method of distribution employed by manufacturers fa- 
vors the home producer; and imported blades are required to be diesunk 
with the name of the foreign manufacturer, a requirement that is difficult 
to meet without injury to thin blades.” 

As stated, there are 40,000 items in 4,000 classifications. Less than 100 have 
filed application for relief in 10 years, less than 10 have received relief, and in 
most of those cases, political factors were considered. The fact that there are 
so few requests for relief is not that tariffs are fair, but that there is a general 
opinion that it is a waste of time and money to present a case. Even if the 
Commission decides in favor of an industry, the State Department acting in the 
name of the President will cancel it. That is the pity of this whole thing. No 
one has any faith in getting a fair decision from his own Government, 


ANTIDUMPING 


Section 3038 of the Tariff Act of 1930 states : 

“Whenever any country, dependency, colony, province, or other political 
subdivision of government, person, partnership, association, cartel, or cor- 
poration shall pay or bestow, directly or indirectly, any bounty or grant upon 
the manufacture or production or export of any article or merchandise 
manufactured or produced in such country, dependency, colony, province, or 
other political subdivision of government, and such an article or merchan- 
dise is dutiable under the provisions of this act, then upon the importation 
of any such article or merchandise into the United States whether the same 
shall be imported directly from the country of production or otherwise, and 
whether such article or merchandise is imported in the same condition as 
when exported from the country of production or has been changed in con- 
dition by remanufacture or otherwise there shall be levied and paid, in all 
such cases, in addition to the duties otherwise imposed by this act, an addi- 
tional duty equal to the net amount of such bounty or grant, however, the 
same be paid or bestowed.” 

Subsidies are being paid by the French Government as reported by the Tariff 
Commission as follows: 

“French measures to provide further aid to domestic exporters, which 
were inaugurated in July 1954, and took the form either of reimbursement 
of social security and payroll taxes or of a flat-rate rebate, or both, were 
extended to exports of some products previously excluded from any form 
of export aid. Later in the year, the flat-rate rebates of 8.72 and 5.45 
percent ad valorem on the various types of exported products were reduced 
to 7.50 and 4.20 percent, respectively. Fixed rebates to exporters of meat 
and wine, which differ from those applicable to the exports entitled to the 
rates of 7.50 and 4.20 percent, also were reduced.” 

This matter has been called to the attention of the Treasury Department by me 
for at least 3 years. Each time, I have received an answer that the matter is 
under consideration and no decision has been reached. I quote from the last 
letter of February 20, 1956: 

“While we have not yet found that the French practice constitutes a 
subsidy, we have not closed the door to the possibility of a determination 
that it does. As you know, we have corresponded from time to time with 
Mr. Hastedt on the subject, and I may say that we have recently been giving 
the question a very intensive study, conclusions from which have not yet 
been finally reached.” 

As you know, I would be helpless to change any decision that the Treasury 
would make. However, it seems strange that after having this matter under 
consideration for all these years that there is still no decision. 


RESTRICTED TRADE PRACTICES ENGAGED IN BY FOREIGN COUNTRIES 


As stated above, the American tariff on woodwinds has been reduced from 40 
to 15 percent, which is far below the tariff of a Similar item of foreign govern- 
ments. As reported by the Tariff Commission on May 3, the Commerce Depart- 
ment states: 

“The current rates of duty on clarinets imported into Germany is 15 
percent; into the United Kingdom, 25 percent; into Italy, about 27 percent; 
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and into France, 20 percent plus a 15 percent temporary ‘compensatory’ 

tax.” 
You will note that a temporary compensatory tax has been added by France. 
However, these rates do not tell the entire story. Exchange restrictions and 
quotas set up in various countries prevent the importation of musical instru- 
ments. For instance, the owner of the largest musical instrument factory in 
England is a member of the British Board of Trade, and is passing on license 
applications to import into the United Kingdom musical instruments manufac- 
tured in the United States. It is not surprising to find that musical instruments 
from the United States are not allowed in the United Kingdom, other than for 
samples for copying. This is one example of the bilateral operation of the 
Geneva agreement. 

In conclusion, I hope this committee really investigates this entire matter. I 
hope also that this situation is brought out in the open, and not swept under the 
rug as in the past. A real investigation will show that the selection of com- 
modities for cuts has been determined by foreign countries and not American 
interests. This has aggravated a bad situation. I believe the solution to the 
present mess would be one tariff rate for all commodities from a particular 
country, and no special gimmicks to hold out all imports as in the case of razor 
blades. Surely such a system would be more fair than the present mess caused 
by favoritism to certain domestic and foreign producers. 


NortH Quincy, Mass., October 13, 1956. 

Hon. Hate Boges, 

Chairman, Tariff Subcommittee, Committee on Ways and Means, House 
Office Building, Washington, D.C. 


HONORABLE Sir: We wish to corroborate and draw again to your attention the 
statement of Mr. Arthur EK. Hastedt, vice president, of the Cundy-Bettoney Co., 
Hyde Park, Mass. Although we in the cymbal business have not been quite so 
severely penalized by the tariff reduction systems we do feel that we are also in 
a position that is detrimental to fair exchanging and reductions of tariffs 
between nations. The tariff on cymbals now is 10 percent, and was formerly 
40 percent. We do a good deal of export business but feel that we could more 
than double our business if the European countries and our major Asian 
countries would reciprocate on the reduction of their import tariffs on our 
instruments. Unfortunately in the past cymbals have been used for concessions 
to other countries, i. e., Germany, Italy, and England. While our tariff walls 
have dropped from 40 precent to 10 percent most of the European and Japanese 
tariff walls have gone from 10 percent or 15 percent up to as high as 60 percent. 

In addition to this we have been completely cut out from the market of Great 
Britain and her great commonwealth of nations. 

Please give due consideration to the clarinet industry and the cymbal industry 
in your pending hearings. 

Thanking you for any consideration given, Iam 

Very truly yours, 
AVEDIS ZILDJIAN Co., 
R. ZILDJTAN. 


CATERPILLAR TRACTOR Co., 
Peoria, Iit., October 8, 1956. 
CLERK OF THE COMMITTEE ON WAYS AND MEANS, 
New House Office Building, Washington, D. C. 


Dear Str: When public hearing were being held in January 1955 on the 
pending reciprocal trade bill, testimony was presented on behalf of our company 
by Mr. A. T. Brown, executive vice president. Now, it is our understanding that 
hearings on similar and related matters are to be held by the special Subcom- 
mittee on Customs, Tariffs, and Reciprocal Trade Agreements set up by the 
House Committee on Ways and Means before the adjournment of the 84th 
Congress. 

For the possible use of this subcommittee, we would like to submit herewith 
copies of the testimony presented on our behalf in January 1955. Since that time, 
nothing has occurred to change our thinking. Our volume of business has grown 
and, with it, the number in our employment. The proportion of sales being 
exported remains, however, about the same. Accordingly, on the basis of present 
employment, we would estimate that more than 12,000 of our employees are 
dependent upon exports for their jobs. 
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As stated in our testimony, our export business could be even larger if so many 
of our foreign customers were not handicapped by exchange controls which 
curtail their opportunity to buy for dollars. It is not, however, our belief that 
foreign countries should be given United States aid merely for the purpose of 
making dollar purchases. On the contrary, it is our opinion that any such aid 
should be given only as a last resort. Foreign countries should, however,. be 
given every reasonable opportunity to earn the wherewithal for purchases of 
American products; and the greatest avenue available for this purpose is, of 
course, the sale of their commodities and products in the United States. 

Three copies of the pamphlet containing our testimony are enclosed. Should 
you wish to have more copies, we would be pleased to furnish them upon hearing 
from you. 

Yours very truly, 
W. BLACKIE. 
RECTPROCAL TRADE 


(Caterpillar Tractor Co. is so importantly engaged in foreign trade that when 
the Ways and Means Committee of the United States House of Representatives 
was holding hearings on the reciprocal trade bill, it seemed only fitting that 
the opinions developed from company experience be offered in testimony. This 
was done in January 1955 with Mr. A. T. Brown, executive vice president, 
making the presentation on behalf of Caterpillar. We were witness for the 
policies advocated by President Eisenhower, and here is our testimony.) 

Caterpillar Tractor Co. was formed in 1925 as a merger of two small pioneer 
crawler-tractor manufacturers. Its principal products are diesel crawler trac- 
tors, heavy duty off-highway wheel tractors, diesel engines, motor graders, earth- 
moving equipment, and replacement parts for these prime products. The prin- 
cipal markets into which Caterpillar machines are sold are, without using any 
particular order, agriculture, construction, governmental, logging, and mining. 

Our machines are bought for only one basic purpose—to accomplish a job 
of work better, quicker, and cheaper than it can be done by any other available 
means. Our products achieve cost reduction through labor saving, resulting in 
capital conservation and the creation of wealth through profitable use of the 
machines. 

The only exception to the general basic purpose of acquiring Caterpillar prod- 
ucts—and it may not really be an exception—occurs in time of war. With only 
a change of paint from Caterpillar distinctive highway yellow to olive drab, 
our machines become standard war department vehicles; and Caterpillar has 
always been the major supplier of crawler tractors to the allied forces. 

In its year of formation nearly 30 years ago, Caterpillar Tractor Co. had 2 
small plants and employed 2,500 people. Today it employs 28,000 and has 6 
plants located at Peoria, Joliet, and Decatur, Ill.; Milwaukee, Wis.: San Lean- 
dro, Calif.; and York, Pa. Foreign subsidiaries operate in Australia, Brazil, 
and England. The small but good original distribution system has grown into 
a worldwide organization consisting of 355 independent dealers which, with 
branches, operate at more than 800 places of business. Almost half the number 
of dealers operate outside the United States—in every country outside the Lron 
Curtain, 

Caterpillar sales have ranged from a low of $13 million in 1932 to $477 million 
in 1952, and were $400 million in 1954. More significant to the purpose of this 
statement, however, is the fact that approximately one-third of our sales go 
to foreign countries. This, we believe, makes us one of the largest exporters 
of heavy machinery from the United States. And the amount of our business 
going to export markets is not truly indicative of what export sales could have 
been under more favorable international trade conditions. Export business has 
been achieved despite exchange controls, import restrictions and tariff barriers 
imposed to some degree by practically every country into which machines have 
been sold. Without such limitations and in a climate more favorable to inter- 
national trade, the volume of our exports would certainly have been substan- 
oan higher in amount and larger in proportion to our total business than in 

Jot 

Now what does this mean to Caterpillar and to those who are related to it 
as employees, customers, suppliers, and stockholders? 

It is obvious that the more customers we have the more people we can 
employ. Without its export business, Caterpillar would not need the valuable 
services of about a third, or almost 10,000, of its people employed in the United 
States. Its United States payroll in 1954 would have been about $45 million less 
than it was. (The greater part of the shrinkage would have occurred in Peoria, 
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Til., a community of about 135,000 population.) The jobs of thousands of our 
people and of many employed in local services are protected, therefore, not by 
United States tariffs designed to obstruct imports but by our ability to export. 

The people we employ directly are, of course, only a part of the employment 
created by our needs for goods and services. Much more employment is supplied 
by others with whom we spent in 1954 almost $200 million. A very high per- 
centage of that amount represents the cost of labor performed by the employees 
of our suppliers. In the last 9 years, we have also spent over $170 million for 
land, buildings, machinery, and equipment to expand our manufacturing facilities 
in the United States. Traced back to origin, nearly all of these expenditures 
represent wages paid for labor. 

Some of our suppliers may not themselves be exporters, but we, in effect, are 
either directly or indirectly exporters for them. And so it is with everything we 
consume in the processes of production or in providing the facilities for produc- 
tion. Were it not for our export business, we would not have required approxi- 
mately a third of all we bought from others. And our suppliers would not have 
spent many millions of dollars to increase their productive capacity to take care 
of our requirements for export sales. 

All this points to the fact that many who are not themselves direct exporters 
of goods or services are nevertheless dependent upon exports by others like 
ourselves for an important part of their business. This should always be kept 
in mind when so-called protective tariffs are discussed. 

As to customers—they are the major beneficiaries of the great advantages 
which result when volume reaches levels justifying mass production techniques. 
These techniques require heavy capital investment which can only be justified 
when the volume is large enough to permit it to be amortized over a reasonable 
period to produce lower costs per unit of output. It is such capital investment 
which has given the United States its superiority in productivity over other 
nations—superiority sufficient to overcome lower foreign wage costs which may 
be as low as a third of our own. Modern productivity is determined more by 
the capacity of the machine than by the physical effort of the operator; foreign 
work people often work far harder in terms of physical effort than the factory 
worker in the United States because the foreign worker often has to work with 
inferior tools and equipment. The desirable trend is toward employing men’s 
brainpower to a greater extent than their physical strength or skill; and the 
extent to which this country has moved in that direction is illustrated by its 
much higher gapital investment and horsepower behind each producer than 
exists in other countries. 

Mass production for mass sales has achieved lower costs and prices, and made 
possible better working conditions which enable the worker to produce more 
output for less personal physical input. This higher productivity has made 
possible not only the higher wage level of the American workmen but has also 
permitted their wages to have more real purchasing power—even in the face of 
inflationary forces operating to depreciate the value of our money. 

Just as every domestic order increases production requirements, so also does 
every foreign order. In the processes of investment and production, there is 
no distinction between the two. The more orders, the better. As our volume of 
business has grown, so also has our opportunity to justify capital investment for 
more and better ways of cutting costs and keeping prices down. There is nearly 
always a higher level which marks a point of higher investment justification, 
and to the extent that its attainment is accelerated by added foreign business so 
are the benefits accelerated to all concerned. 

For example, the American farmer is able to buy our tractors at lower relative 
prices because our export business has permitted greater mass economies than 
would otherwise have been possible. The farmer, too, is an exporter. The lower 
his production costs, the better position he is in to reach into broader world 
markets. But the farmer’s ability to export is handicapped, as others are, by 
limited dollar exchange abroad. The recent decline in farm income, which has 
had a noticeable effect upon our domestic economy, may, we understand, be 
attributed in part to a shrinkage of farm exports which has had a depressing 
influence on farm product prices. How much better it would be if other peoples 
of the world who need our farm products for their subsistence could earn in 
international trade more dollar purchasing power with which to buy from us 
the large surpluses our farmers are capable of producing. 

The advantages of high production volume which make possible lower com- 
mercial prices make these same or still lower prices available to the United States 
Government for its requirement for the military and civilian services, thus con- 
tributing to lower cost of government. 
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Another benefit accruing from Caterpillar export operations is, of course, our 
ability to earn enough to pay substantial Federal taxes. Exclusive of many 
excise taxes incorporated in our production costs, and including only income and 
excess profits taxes, we paid a total of $161 million over the 5 years 1950 to 
1954, inclusive, for an annual average of $32 million. Without the extra volume 
created by export business, our Federal tax payments would have been far less— 
much more than a third less, because the top third of our sales volume is the most 
profitable. This is because the additional production volume makes possible 
lower manufacturing costs. 

At present some of our foreign markets are encountering or are threatened 
with severe contraction—a few toward the point of extinction. In only rare 
instances is unprotected foreign competition the important factor. In some cases 
high-import duties, combined with long-haul transportation costs, result in 
landed prices which limit foreign ability to buy. However, the most important 
factors adversely affecting imports from the United States are restrictive ex- 
change controls and import limitations imposed by certain foreign governments 
for the stated purpose of conserving scarce United States dollar exchange. This 
is often utilized in a way to protect local government-sponsored enterprises. 
The exercise of such controls produces the same effect as outright discrimination 
against American products. 

In such circumstances, there are usually several courses of action open to 
a United States manufacturer. One is a slow drift into gradual abandonment— 
although that can hardly be called a course of action. In more positive terms, 
solutions are usually to be found in foreign manufacture—either through direct 
owner-managed investment in foreign operations or through license arrangements 
with appropriate foreign concerns. Both methods have their proper place and 
both have the same effect of transferring some production from the United States 
to the foreign country. 

Whenever, to retain foreign markets, manufacturers, such as our company, 
are obliged to substitute foreign manufacturing operations for those in the 
United States, the result is a reduction in their requirements for American labor, 
material, supplies, and capital equipment. The net effect of this seems disad- 
vantageous to the United States and even to some United States industries 
which seek protection from foreign goods, but which indirectly enjoy the benefits 
of foreign business as suppliers to companies whose exports are a substantial 
portion of their total business. 

Every time people of other countries are denied the opportunity to earn dollars, 
United States exporters are deprived of opportunity to export. Protection for 
the sake of protection is a policy or robbing Peter to pay Paul, and frequently 
Peter and Paul are one and the same person. 

For our part, we are seeking no form of protection from competitive foreign 
machinery. Nor, when we undertake foreign investment, are we seeking to have 
any tax-supported agencies of the United States Government give us guaranties 
or insurance of any kind in connection with it. Where we decide to invest, we 
attempt as best we can to appraise the risks of the situation and then, if they 
are not so great as to endanger unduly the prospect for gain, we take the risks 
and with our own company funds. That, we understand, is one of the functions 
and purposes of free enterprise. 

If foreign investments are to be rewarding to those who are taking the risks, 
they should sooner or later produce returns—and, we would hope, returns com- 
mensurate with the greater risks. But, it will be observed, our United States 
Government is taking no part of these risks, nor is it doing or being asked to 
do anything in particular to protect us from loss resulting from our making 
them. In the circumstances, we, therefore, believe that it would be only fitting 
if, as and when we may be fortunate enough to receive dividends from our 
foreign investments they not be subjected to any taxation at all by this country. 
Before those dividends reach us, any profits will have been subjected to foreign 
income taxation, and even when that is lower than the effective United States 
rates, there would seem to be no real justification for imposing any additional 
levy here. 

In considering ways and means of promoting foreign investment, more stress 
should, we believe, be placed upon encouraging the governments of some of the 
other countries to be more cooperative in developing such investment. In par- 
ticular, we believe steps might be taken to induce other countries to be more 
receptive to the idea of permitting imports from the United States of such basic 
materials or key parts of complete units as, for reasons of quality, availability, 
or cost, cannot be commercially obtained within the foreign country. This is 
particularly important where the foreign-made product is expected to be exported 
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into world markets in competition with the American-made product. Imports 
of special materials and parts may be the determining factor in the practicability 
of an investment. 

Another suggestion which we would offer is that international trade be viewed, 
first and foremost, as a means of developing our own economic growth. By the 
example of one concern, we have attempted to show what export business can 
mean to the thousands of lives touched by its activities. Without exception, we 
claim the results to have been good for all concerned—with harm to none. The 
processes by which these results were obtained should, accordingly, be carefully 
preserved and developed still further. 

And when we stress our own country’s economic growth as a major objective, 
we do so not in terms of harm to others. In international trade one country’s 
gain is not another country’s loss. As in ordinary domestic commerce, there is 
always an exchange of what each has for what each wants; and just as that has 
produced tremendous benefits by filling wants within one country, so also has 
it offered the prospect of progress toward the same constructive satisfaction on 
a broader world scale. 

The greatest single aid to more and better international trade would, of course, 
be the free convertibility of currencies—and particularly of the so-called soft 
currencies—into United States dollars. Achievement of this, however, wouid 
seem to depend largely upon more favorable trade balances among those nations 
presently short of dollars. Attempts to ameliorate this situation are being made 
through both more sales into the United States and greater curtailment of pur- 
chases from the United States. But, taken as a whole, progress toward a solu- 
tion is surely to be found in more trade—not less. The main direction of our 
effort should, accordingly, be to minimize restrictions and maximize the develop- 
ment of more opportunities. This is the direction advocated in President Eisen- 
hower’s program. 

In offering these comments we have not attempted to prescribe a national 
foreign-trade policy, and we know of no panacea which would resolve all the 
problems. Rather, we have, for the most part, preferred to confine our testi- 
mony largely to what we ourselves do in practice, and to tell of it because it 
reflects what we believe. Appraised against that background of practice and 
experience, we find our thinking and our actions in general accord with the 
policies being advocated by President Eisenhower as reflected in his recent 
statements on the subject and in H. R. 1, the so-called reciprocal-trade bill. 

Now we in America who are strong advocates of competition under free 
enterprise claim it to be a universal principle, and yet some would, at the same 
time, seek to limit its application to areas within lines on maps. 

The inconsistency would seem to be obvious—and has been observed, of course, 
by those who look at us from abroad. Wein our company view true competition 
as a universally constructive force which operates not only to the benefit of the 
customer but also to the benefit of the producer. On our part, it forces us not 
only to meet competitive prices but also to race against the others of our indus- 
try in research and engineering design, in manufacturing processes and tech- 
niques, in distribution methods, and in managerial competence. The competition 
of ideas as expressed commercially in products should not be kept out of the 
market place. Competition to us is a creative force, not a destructive one; and 
if it truly is a principle, then it surely should be worldwide in its application. 

Let us not, therefore, defeat the good work of American precept by advocating 
our way of life as an example of what others should do and then restrict their 
freedom to do it. What we need in this world are more friendly countries like 
the United States, and the least we in business can do is refrain from retarding 
the great progress which we ourselves have been wise or fortunate enough to 
foster and enjoy. . 

It should, accordingly, be our general national policy to try to let the peoples 
of friendly foreign countries help themselves by not denying them proper oppor- 
tunity to earn dollars by selling to us and competing with us under our laws. 
In general, the principal use to which dollars so earned can be used is to buy the 
products of American labor and investment. Favor toward one industry will 
usually create discrimination against another—but the injured may well be com- 
panies like ours who are not direct parties in the action. This means that our 
duly constituted authorities should be most farseeing in contemplating any action 
which would restrict or shut out foreign products from coming into the United 
States. How circumspect they need be is, we believe, a matter which can best 
be examined in the light of each particular case. 

In conclusion, if we were to try to leave any one guiding thought, it would be 
that rather than devote our time to seeking and creating new plans, new rules, 
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new laws, we set about wiping out the artificial restrictions which throughout the 
world are presently impeding trade. What is needed more than any one other 
single ingredient is more freedom—and this country is in good position to set 
an effective example. This cannot be achieved quickly—and change should be 
made only by orderly process permitting reasonable adaptation to the change. 
But the time is here now when we should determine a clear course of action, 
make the direction of it known to the rest of the world, and then proceed to move 
firmly in that direction. We should not wait for others; rather, we should show 
them how, and then, with clean hands, be in better position than we hold today 
to demonstrate why the American pattern points the way to international coop- 
eration and prosperity. 


STATEMENT OF TYPEWRITER MANUFACTURERS Export ASSOCIATION ON RECIPROCITY 


The members of this association, the four leading manufacturers of type- 
writers, invite your attention to the rapid evolution, or perhaps revolution, in 
world trade of typewriters. They appeal to you to take such steps as are 
possible to arrest the present trend which threatens to eliminate American-made 
typewriters from world markets. 

Typewriters were first commercially developed in this country back in the 
1880's. They began to figure in our exports at the turn of the century. The 
world regarded them as an American product; they were almost exclusively so 
until after World War I. 

When the Underwood tariff was written in 1914, there was very little, if any, 
verseas competition. No import tariff was needed. As a result, typewriters 
were placed on the tariff-free list where they have been ever since—one of the 
very few completely manufactured products on the free list. They were “bound” 
on the free list at Torquay in 1951, following “negotiation” with Canada. We 
do not know why this was done, because we are certain the typewriter industry 
in Canada did not seek it. The 1920's witnessed the beginning of the foreign 
competition, but our share of the world’s typewriter trade continued at between 
80 and 90 percent. 

In the thirties, with the world trying to dig its way out of universal depression, 
the manufacturers of typewriters in Kurope began to export more widely. This 
movement, in the case of Germany particularly, was aided by direct Government 
subsidy. Europe began to export more widely. This movement, in the case of 
Germany particularly, was aided by direct Government subsidy. Europe remained 
our largest customer, taking almost one-half of our typewriter exports, and our 
total exports amounted to from 25 to 40 percent of our total production. Type- 
writers began to enter the United States in commercial quantities from Switzer- 
land, Germany, and even from Italy. The quantities, however, represented an 
insignificant fraction of our domestic sales. Our share of the entire move- 
ment of typewriters in international trade in the thirties varied from SO percent 
to a low of 47 percent in 1938, a peak year of Germany's subsidized drive. 

Then came World War II. The Swiss and Swedish industries were left un- 
touched and they prospered. All of the others were injured or destroyed. Much 
of Germany’s typewriter industry disappeared behind the Iron Curtain at the 
close of the war. The American industry was cut off from typewriter production 
during the war, but reactivated very rapidly at the close of hostilities and 
supplied large quantities of machines for export to starved markets abroad dur- 
ing 1947 and 1948. 

Following this came the Marshall plan and ECA. Our generosity went far 
beyond the mere restoration of Europe’s prewar status, and brought about 
gains in both production and export of typewriters greatly exceeding the level 
attained prewar in these countries. For example, Germany exported in 1954 
over 30 percent more typewriters than did the United States, and in 1955 almost 
twice as many. 

The attached table, to which we invite your attention, illustrates the shrinkage 
of United States participation in the world’s export trade over the past 26 
years. The rapid decrease of United States participation is shown in the final 
column. It has been, of course, during the past 5 years, offset in a small degree 
by the desperate efforts of our members to protect their business in several 
areas by assembly, partial manufacture, or even complete manvfacture abroad. 
Although such a program gives some immediate relief to the American typewriter 
manufacturer, we feel it is not a wise long-term program, because it will eventu- 
ally eliminate the export business of the United States factory and thereby 
increase the cost of machines produced for the United States market. 
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During the past 20 years, there has been a great deal of lipservice paid to 
“reciprocal trade,” but the results in the typewriter field are that the United 
States market is wide open whereas practically every other typewriter-producing 
country has maintained duties high enough to discourage imports and in 1 or 2 
cases has actually prohibited importation of American typewriters. 

Particular examples of high tariffs are provided by Germany, Switzerland, and 
Italy and, in addition to high tariffs, imports of American typewriters are prac- 
tically prohibited by Italy. 

In Switzerland, duties were reduced by reciprocal-trade agreement with the 
United States in 1936 from 500 francs per 100 gross kilos to 400 francs per 100 
gross kilos. At present prices, this duty with other import charges amounts to 
about 35 percent of the c. i. f. value. American manufacturers customarily ship 
in wooden export cases, whereas European manufacturers can ship in cartons. 
Since freight and duty are paid on gross weight, this gives European manu- 
facturers a considerable duty advantage over the United States. 

In Germany and Italy slight duty modifications were negotiated under GATT, 
but the total import charges currently amount to 21 percent and 28 percent, 
respectively, of the c. i. f. value. In addition, importation of typewriters is 
practically prohibited by exchange and other regulations. Also, in the case of 
these two countries, their import duties agreed to under GATT are arbitrarily 
increased by marking up invoice values as a basis for assessment. This practice 
is also employed by France. 

Illustrating the “reciprocal” movement of machines in 1954, and the first 6 
months of 1955, the following figures on typewriter shipments are eloquent: 


Germany to United States: 
1954 
1955 

United States to Germany: 
1954 


United States to Italy : 
1954 


Of the 5,063 typewriters shipped to these 3 markets in 1955, 2,155 were electric 
typewriters, not yet manufactured very widely in Italy or Germany. 

Our European competitors pay wage rates 50 percent or more below ours. Un- 
like most products in international trade, close to 85 percent of the cost of an 
American typewriter is labor. This, together with the high duties and import 
restrictions, permits our competitors to sell at much lower prices for export, 
maintaining relatively high levels at home, and underselling us in third markets. 

Imports of typewriters into the United States, free of tariff, have grown tre- 
mendously. Before World War II they had numbered, for example, 98 machines 
in 1934 and 1,372 in 1939. Since World War II they have grown from 4,123 in 
1946 to 149,118 in 1955. 

One of the bitterest experiences we have faced in recent years has been the 
refusal of our own Armed Forces in Europe to entertain bids for United 
States-made typewriters. Thousands and thousands of machines have been pur- 
chased from foreign producers—at times at more than United States Government 
prices. The offshore purchase program, as set up by law and defined therein, 
may have been justified when first enacted. It provides an unnecessary advan- 
take now to our European competitors, and should be ended or at least modified 
in such manner as to permit competition on even terms. The present syste) 
contributes to the widespread impression that Uncle Sam is not interested in his 
own producing companies. Such a policy, too, is destructive of morale on the part 
of our established distributors in Europe. European producers have taken unfair 
and cruel advantage of this policy in theit advertising. 
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Today, while for 20 years we have championed reciprocal trade as outlined 
in the act bearing that title, we are weakening unless trade conditions can 
promptly be improved through GATT, of which Switzerland is not a member, 
however. Beyond that, we would like to see more realism and less generosity on 
the part of United States negotiators who, it would seem, especially at Annecy 
and Torquay, have gone far out of their way to make concessions in our tariff, 
in order to get trifling concessions from their vis-a-vis—concessions which in 
most eases have been nullified by exchange and other import controls and by 
additional taxes in one form or another on imported goods. Reciprocal trade, it 
appears to us, would be truly reciprocal if European producing countries put 
typewriters on their free lists, as in the United States, or if the United States 
should charge 21 percent duty on German typewriters, 28 percent on Italian, 35 
percent on Swiss, ete., with other controls dropped on both sides. On a truly 
reciprocal basis, we would still be at a disadvantage in wage rates, but would 
not feel that the business we created was being deliberately sabotaged, and 
partly so by our own Government. 

We feel that corrective measures should be taken immediately. We do not 
ask for special favors or trading advantages; we merely ask to be allowed to 
compete on even terms. We believe in reciprocal trade, but it must be recipro- 
cal. We do not want to be discriminated against. To accomplish reciprocal 
trade, an ideal program, and one which might provide United States negotiators 
with a different slant on trade philosophy, could be: 

1. Withdraw the concession made by the United States at Torquay in 1951 
“binding” typewriters on the free list of the United States tariff. 

2. Any foreign producing country admitting American typewriters duty free 
would enjoy continued duty-free importation of typewriters into the United 
States. 

3. Any foreign producing country which prohibits importation of American 
typewriters would have its typewriters banned from importation into the 
United States. 

4. If any foreign producing country places a duty of more than 10 percent on 
American typewriters, then typewriters from that country should not enjoy 
free entry into the United States. 

5. The “offshore purchase program” should be modified so that United States 
products are not arbitrarily excluded, but are allowed to compete on a price basis. 

Such a program would be truly reciprocal. Under existing policies and prac- 
tice we find ourselves in a position where our products are excluded from some 
markets, penalized in others, and discriminated against by our own Armed 
Forces in Europe. We feel that the foregoing facts fully justify action by the 
Congress in forcing the unbinding of the typewriters on the free list of the 
United States tariff at the earliest possible date. We believe nothing would do 
more to strengthen the hands of our negotiators in seeking lower tariffs from 
foreign producing countries. 

We urge that the Congress give careful consideration to the views herein set 
forth. 

Exports of typewriters 


enars of units, all type S| 


Percent of | Percent of 


From the From other} participa- | From the | From other} participa- 
United | producing | tion of the || Year | United producing | tion of the 
States | countries!| United 1] States countries! | United 

} States 1] States 


97,000 | 
51, 000 
47, 000 
112, 000 
152, 000 
163, 000 
192, 000 
286, 000 | 
410, 000 | 
409, 000 
409, 000 | 
575, 000 
738, 862 | 





1 Approximate, 
83979—56—pt. 
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United States typewriter trade with 3 high-tariff foreign producing countrics 
(standards and portables, new) 


[Figures are exports of the several countries named, a those of 1956 which are United States imports 
from them 


West Germany Italy Switzerland 


Germany United | Italy to United (Switzerland) United 
to United | States to United States to | to United | States to 
States | Germany States Italy States (Switzerland 


1935... : 1, 230 
i atten sediae 1, 057 
as at 917 
1946__- eee 
OUP a ols caus sce eka eS 28 ? 226 1, 650 


| 2, 371 4, 242 10 
| 
| 
! 
ETE 7 | 167 726 2, 595 
| 
| 
| 
| 
| 
| 


213 96 3, 513 
529 1, 232 5, 609 
5 86 3, 208 


iit ni Md dismitatn inate elie 100 2, 804 1, 981 9, 134 | 
no. Seeeoeescel 2, 819 202 2, 224 4, 358 
‘ 8, 821 61 2, 658 7, 668 

4, 522 102 990 11, 613 
18, 467 106 7, 926 645 14, 558 
27, 804 642 8, 197 179 12, 432 
iscsi ssn . 50, 538 1,519 18, 852 171 15, 324 
1956 (6 months) _- qatancaite 34, 151 








150 15, 352 49 5, 309 





STATEMENT OF CLOTHESPIN MANUFACTURERS OF AMERICA, RicHarp A. TILDEN, 
GENERAL COUNSEL 


On behalf of the Demeritt Co., Waterbury, Vt.; the Diamond Match Co., Dixfield, 
Maine, and Cloquet, Minn.: Forster Manufacturing Co., Inc., Farmington, 
Maine; Munising Wood Products Co., Inc., Munising, Mich.; National Clothes 
Pin Co., Montpelier, Vt.; Penley Bros., West Paris, Maine; Spencer Wood 
Products Co., Spencer, Ind.; the Wallace Corp., Richwood, W. Va.; members 


The Clothespin Manufacturers of America, a trade association representing the 
manufacturers of 100 percent of all wooden clothespins produced in the United 
States, is pleased to have this opportunity of presenting to the subcommittee the 
views of its members on the effectiveness of the escape clause as a means of pro- 
tecting domestic industry from injury resulting from concessions granted under 
the trade-agreement laws. In conjunction with this presentation, specific recom- 
mendations tor changes in the escape-clause procedure will be made. 

The association feels that it is particularly well qualified to express opinions 
on this subject since it has engaged in an 8-year struggle to obtain relief from 
the serious injury which it has incurred as a result of constantly increasing im- 
ports resulting from reductions in import duties on spring clothespins granted 
under the trade agreement program. This struggle has involved three public 
hearings before the Tariff Commission, three lengthy investigations by the Com- 
mission, several appearances before the Committee on Ways and Means of the 
House of Representatives and the Finance Committee of the Senate, and an 
appeal to the President of the United States. All this small industry received 
through these efforts was the consolation of having satisfied three Tariff Commis- 
sioners that increased imports resulting from trade-agreement concessions were 
seriously injuring it. 

No relief has been granted and the injury to the industry becomes more and 
more serious as time goes by. During the 5-year period immediately preceding 
the last Tariff Commission investigation, imports of spring clothespins averaged 
941,000 gross per year. On the basis of this volume of imports three of the Com- 
missioners concluded that the industry was being seriously injured. Following 
this finding, imports continued to increase. In 1954 they totaled 1,173,000 gross. 
In 1955 they rose to 1,528,000 gross and they are currently being imported at the 
rate of 1,614,000 gross per year. This rate compares with a rate of less than 
20,000 gross per year prior to the concessions. 

The clothespin “saga” has been told many times and no useful purpose could 
be accomplished by a reptition of it in this statement. The sole objective of 
this presentation is to demonstrate, on the basis of the clothespin industry's 
experience, that the present escape clause provisions are not being interpreted 
and applied as intended by Congress and that several changes are essential if 
any real protection is to be given domestic industries. 
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The changes in the law which will be proposed are designed to accomplish 
the following objectives: 

1. To make the findings of the Tariff Commission as to the existence of serious 
injury to the domestic industry final and binding on the President, and to permit 
the President to reject the recommendations of the Commission only for reasons 
of the national interest. 

2. To require the Tariff Commission, in arriving at a determination as to 
whether imports have increased, to take into consideration a comparison of the 
current rate of imports with the rate during a representative period prior to 
the concession. 

3. To require the Tariff Commission, in arriving at a determination as to the 
existence of injury, to consider, among other things, higher domestic costs for 
labor and raw materials than those of foreign producers. 

In general, these changes are designed to spell out in the act the intent which 
Congress had in enacting sections 6 and 7 of the Trade Agreement Extension 
Act of 1951. They do not in any way curtail or reduce the powers of the Presi- 
dent under the act. They merely recognize the fact that the escape clause pro- 
visions of such act have been interpreted in a manner inconsistent with the in- 
tent of Congress, and revise the language of these provisions so as to clarify 
such intent. 

FINDINGS OF INJURY MADE FINAL 


The first of the above objectives is accomplished by rewording section 7 (c) 
of the Trade Agreements Extension Act of 1951 to read as follows: 

“(c) The findings of the Tariff Commission included in its report of its in- 
vestigation and hearings shall be final as to the existence of serious injury or 
threat of serious injury to the domestic industry, and upon receipt of such report 
the President, unless in his judgment there are reasons of the national interest 
which should override the need to prevent or remedy such injury or threat of 
injury, shall make such adjustments in the rates of duty, impose such quotas, or 
make such other modifications as are found and reported by the Commission to 
be necessary to prevent or remedy serious injury or threat of injury to the re- 
spective domestie industry. If the President does not take such action within 
60 days he shall immediately submit a report to the Committee on Ways and 
Means of the House and to the Committee on Finance of the Senate stating why 
he has not made such adjustments or modifications, or imposed such quotas.” 

The fact that Congress designated the Tariff Commission as the agency to 
make investigations, hold hearings, and determine the facts as to the existence of 
injury in individual cases indicates that Congress intended by the original 
act that the final determination as to the facts would be made by the Tariff 
Commission. In recognition that the President would be informed as to inter- 
national considerations which might have an important bearing on whether it 
would be in the national interest to impose the additional tariff restrictions 
which might be needed to correct any injury found by the Commission to exist, 
the Congress provided that the President could ignore the recommendations 
of the Commission, provided he reported to the Ways and Means Committee and 
the Finance Committee his reasons for doing so. 

Thus it was intended that the President's right to reject the Commission’s 
recommendations for relief be limited to cases where he determined that there 
were overriding international or other considerations in the public interest. 
However, the experience of the clothespin industry proves that the present 
language in the act has not been so interpreted. The President's staff has 
apparently interpreted the existing law as permitting the President to ignore 
the findings of fact made by the Commission and to make his own findings as to 
the existence of injury. On the basis of this interpretation, the President’s 
staff conducts its own private investigation and makes “findings of fact” without 
giving the domestic industry an opportunity to be heard. 

In the clothespin case the Commission split 3 to 3 on the question of injury 
and the President was entitled under the law to accept as the findings of the Com- 
mission the conclusions of either group of Commissioners, without making any 
findings of fact of his own. Notwithstanding this fact, the decision of the 
President concurring with the group of Commissioners who found no injury, set 
forth a series of “facts” in support of such concurrence which were not included 
in the findings of fact of either group of Commissioners. The decision completely 
ignored all of the findings of fact of both groups of Commissioners and was based 
on a completely new set of facts “found” by the President’s staff. 

The effect of this action was to make the findings of the Tariff Commission, 
based on a 9-month investigation and a public hearing at which all interested 








1640 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


parties were given a full opportunity to be heard, a virtual nullity and to sup- 
plant them with a series of “findings” made by the President’s staff after a star- 
chamber investigation of its own. Aside from the unfairness to the domestic 
industry of this procedure, a question arises as to the justification for expending 
the taxpayers’ money in the making of investigations and holding of hearings on 
escape-clause applications by the Tariff Commission, when the results are to 
be ignored. 

The seriousness of the above charges warrants a full documentation. The 
Committee on Ways and Means has in its files copies of the Tariff Commission 
report of October 6, 1954, and of the President’s decision of November 20, 1954, 
on the spring clothespin case. An analysis of these documents reveals the 
following: 

(a) After stating an agreement with the second group of Commissioners that 
‘no clear case has been made for further restricting imports of spring clothes- 
pins,” the President’s decision states: 

“The outstanding fact in this situation is that total sales of all clothespins 
have been definitely on the decline in the United States.” 

By referring to “total sales of all clothespins,” the decision refers to slotted 
wooden pins and pins made of plastic and other materials, as well as to wooden 
spring pins. Any information which the President’s staff may have had with 
respect to slotted pins and pins made of plastic or other materials was obtained 
from sources other than the Tariff Commission. The Commission’s report con- 
tains no information whatsoever as to sales of any type of clothespin other 
than wooden spring pins. The secretary of the Tariff Commission has affirmed 
to the writer that the report “contains all the data submitted by the Commission 
to the President in connection with the spring clothespin investigation.” A 
copy of such letter is attached hereto and marked “Exhibit A.” 

Moreover, the statement in the decision is completely inaccurate. Total sales 
of all clothespins were not on the decline in the United States. On the contrary, 
total sales of wooden clothespins alone have averaged during the 4 years imme- 
diately preceding the President’s decision more than 1 million gross annually 
more than the highest level ever reached prior to World War II. So far as is 
known, there are no accurate figures available to anyone, including the Presi- 
dent’s staff, on total sales of clothespins made of plastic and other materials. 
Such sales as there were, however, would serve to enlarge the above average in- 
crease over prewar, thus showing an even greater increase in “sales of all clothes- 
pins.” There was, accordingly, no factual basis for stating that total sales of 
all clothespins have been on the decline. (The Tariff Commission report con- 
tains detailed figures on sales of wooden spring pins. Similar figures on sales 
of wooden slotted pins are on file with the Commission, but were hot included in 
the report. These figures are available to the subcommittee if it desires to 
verify the above conclusions. ) 

(b) The President’s decision goes on to state: 

“Despite this general trend, total sales of spring clothespins, with which we 
are here concerned, have been substantially maintained at a level more than 
double that of prewar years.” 

The only possible support for this statement which could be found in the 
Tariff Commission report is a statement that “During 1951-54, the average 
annual consumption of spring clothespins exceeded the consumption in 1939 by 
2.6 million gross * * *.” (Report, p. 38.) A comparison of current consump- 
tion with consumption during a single prewar year is certainly not a fair basis 
on which to reach a conclusion that current sales are “more than double that of 
prewar years.” Hence, the conclusion must have been based on “facts” obtained 
from some source other than the Tariff Commission. 

The report of the Commission shows that total consumption of spring clothes- 
pins (domestic shipments plus imports) in 1939 was 1,385,501 gross. In 1941 
total consumption had risen to 2,180,082 gross, all of which were domestic ship- 
ments. During the 4 years immediately preceding the Precident’s decision do- 
mestic shipments of spring clothespins were in the neighborhood of 2,900,000 
gross, an increase of slightly more than 600,000 gross over the prewar high. The 
increase of 2.6 million gross “determined” by the second group of Commissioners 
resulted from a comparison of domestic shipments plus imports during such 4 
years with domestic shipments alone in 1939, which was not a representative year. 
The increased demand for spring clothespins actually resulted in an increase of 
approximately 26 percent in domestic sales, rather than “more than double.” 
(See report, table 11, p. 26.) 

(c) The President’s decision then proceeds to state: 
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“Nearly all spring clothespin manufacturers also produce slotted pins, and 
where financial losses have occurred, they appear to be due to the marked decline 
in sales of slotted pins rather than to imports of spring clothespins.” 

Again, the source of this information was not the Tariff Commission report. 
Such report contains no figures on any decline in sales of slotted pins nor on any 
financial losses incurred by the domestic manufacturers on sales of slotted pins. 
As a matter of fact, it contains no mention of slotted pins whatsoever. 

The report does contain a table showing the financial losses incurred on spring 
clothespins, which table was prepared by the Commission’s staff on the basis of 
data obtained from the domestic producers. This table shows that every domestic 
producer operated at a loss on spring clothespins during the years of 1952 and 
1953, which losses averaged 13.84 percent of sales in 1952 and 8.29 percent of 
sales in 1953. These figures pertain to spring clothespin sales only and have no 
connection with the financial results of slotted pin production. The existence of 
these losses was acknowledged by all six Commissioners (see report, pp. 11, 12, 
19, 41.) 

Parenthetically, it should be pointed out that injury to the domestic producers 
of slotted pins is just as much of a justification for tariff relief as an injury to 
the domestic producers of spring clothespins. The application for relief was 
made on behalf of the producers of both types of pins, but the Commission and 
the President considered only spring pins. Actually, slotted pins are just as 
directly competitive with imported spring clothespins as are domestically pro- 
duced spring pins. 

(d) The decision then states: 

“Moreover, the extent of the decline in the overall sales of clothespins has 
been much greater than the total quantity of spring pins imported.” 

As mentioned above, the Tariff Commission report refers only to spring clothes- 
pins and contains no data on slotted pins or pins made of plastic or other mate- 
rials. Accordingly, the President’s staff must have based this conclusion on 
information obtained elsewhere. 

(e) The President’s decision further states that “The decline in the use of 
clothespins seems clearly attributable to recent domestic developments,” and 
points out that “Over 214 million automatic driers have been installed” since 
the close of the war, and that “more laundry apparently is being done outside 
the home in laundromats and commercial laundries.” Aside from the inaccuracy 
in the reference to a “decline” in the use of clothespins, this argument further 
evidences the fact that the President’s staff made determinations of fact without 
regard to the Tariff Commission findings. The Tariff Commission report con- 
tains no reference whatsoever to automatic driers, laundromats, or commercial 
laundries. 

(f) Finally, the decision states: 

“The reported decline in employment is due at least in part to the fact that 
several of the domestic firms have during the last few years installed additional 
equipment in order to improve their efficiency. With this increased mechaniza- 
tion they have required a smaller number of persons to turn out the same amount 
of g ‘y 

The report of the Tariff Commission contains absolutely no reference to any 
installation of additional equipment. Incidentally, it seems highly anomalous 
to suggest that an industry is not entitled to tariff protection because it has 
improved its efficiency, when all six Commissioners found that every member of 
the industry was losing money despite the increased efficiency. 

The above quotations from the President’s decision include every single fact 
which the President used to support his conclusion that the spring clothespin 
industry had not been injured. Thus he completely ignored the findings of fact 
of both groups of Commissioners and based his decision on a series of “facts” 
obtained from other sources. 

The significant fact in this situation is that the President’s staff felt that it 
was necessary to make a determination as to the existence of injury. Why was it 
necessary for the President to have his staff make an independent investigation 
on the question of injury? Why didn’t he accept the determination of the 
experts designated by Congress to make such a determination? The answer may 
lie in an interpretation of section 6 (a) of the act. The President’s advisers, the 
writer is informed, have interpreted such section as requiring the withdrawal of 
any concession where it is found that injury has resulted. Although Congress 
could not have intended any such interpretation, in view of the provisions of 
section 7 (c), section 6 (a) when read alone could be so interpreted. 
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To correct this interpretation, the words “Except as provided in section 7 (c) 
of this act,” could be inserted at the beginning of section 6 (a). 


COMPARISON OF CURRENT IMPORTS WITH PRECONCESSION IMPORTS 


The second of the above-mentioned objectives—requiring the Tariff Commis. 
sion to make a comparison of the current rate of imports with the rate during a 
representative period prior to the concession—may be accomplished by adding 
the words “over a representative period prior to the concession” following the 
words “an increase in imports,” in the list of factors to be considered by the 
Commission contained in section 7 (b). 

Again it is submitted that the Congress intended by the present act that such 
a comparison be made. Obviously, a determination as to whether imports have 
increased as a result, in whole or in part, of the duty or other customs treat- 
ment reflecting a trade agreement concession necessarily involves a comparison 
of imports before and after the concession. However, the experience of the 
clothespin industry demonstrates the need for a specific requirement. 

In their report to the President of October 6, 1954, three of the Tariff Com- 
missioners “determined” that there had been no increase in imports of spring 
clothespins, either actually or relatively. The determination was based entirely 
on a comparison of imports during the years following the concession. The 
Commissioners admitted that a comparison of imports during the years 1952-54 
with those during preconcession years would show a substantial increase in 
imports. However, they interpreted the present act as requiring a comparison 
of current imports with preconcession imports only when no representative post- 
concession period could be found (report, pp. 37 and 38). 

The concession on spring clothespins was granted in 1943. Prior to such con- 
cession imports never exceeded 20,000 gross per year—less than 1 percent of 
domestic production. Due to the war, imports did not increase materially until 
1945. During the period 1946-48, as pointed out by the 3 Commissioners, the 
average importation was 1,700,000 gross, or 71 percent of the average domestic 
production (report, p. 87). Aside from the effect of the concession, this tremen- 
dous increase in imports was due to the fact that domestic producers were out 
of production during the war because of their inability to get wire, and the 
demand for spring clothespins following the war was abnormally high. More- 
over, the domestic producers were unable to get into full production until the 
middle of 1947, when a large part of the domestic market had been taken over 
by imports. The 1946-48 average included 3,167,000 gross imported from Mexico 
in 1946 when domestic producers were out of production (report, table 11, p. 26). 

It was this period of 1946-48 which the three Commissioners selected as a 
“representative” post-concession period, for purposes of comparing imports dur- 
ing the years 1952-54, when the demand had gotten back to normal and wire 
supplies were available to domestic producers (report, p. 37). Imports during 
such years averaged more than 900,000 gross per year, or 30 percent of domestic 
production, compared to 20,000 gross per year, or 1 percent of domestic produc- 
tion (report, table 11, p. 26). It was on the basis of this comparison of current 
imports with 1946-48 imports that the three Commissioners concluded that im- 
ports had not increased as a result of the concession. 

Incidentally, it is interesting to observe that after reaching this conclusion, 
these same Commissioners proceeded to “determine” that imports had not re- 
sulted in any decrease in domestic production or shipments by comparing current 
domestie production and shipments with 1939—a single prewar year. 

If the subcommittee agrees that a determination as to the effect of a concession 
on the quantity of imports necessitates a comparison of the volume of imports 
before and after the concession, it is submitted that a specific requirement that 
such a comparison be made by the Tariff Commission must be included in the 
act in order to correct the interpretation to which at least three of the present 
Commissioners are committed. 

It should be pointed out that the Senate version of the existing section 7 (a) 
included the words “compared to a representative period prior to the concession.” 
The inclusion of these words in the act as passed by the Senate indicates that 
the Senate wanted to make certain that such a comparison was made. This 
language was omitted from the act as finally passed after a joint conference of 
the House and Senate. The reasons for dropping this language do not appear 
in the conference report, but it is reasonable to assume that the language was 
omitted either because it was not considered necessary or because the Congress 
did not want to preclude the Tariff Commission from also considering, in appro- 
priate cases, changes in the trend of imports during years following a conceSsion. 
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The language suggested by the writer to the subcommittee merely serves to 
clarify the intent of Congress without precluding the Commission from con- 
sidering other factors. The subcommittee will note that the language of section 
7 (b) includes the words “without excluding other factors.” The amendment 
retains this language and merely requires the Commission to include among its 
considerations, a comparison of preconcession imports with those following the 
concession. 

LABOR AND RAW MATERIAL COSTS COMPARISON 


The third and final objective which the association hopes to accomplish is to 
require the Tariff Commission to take into consideration a comparison of the 
labor and raw material costs of domestic and foreign producers. This can be 
done by adding the following “factor” to those included in section 7 (b) : “higher 
domestic costs for labor and raw materials than those of foreign producers.” 

There should be no need for the inclusion of such a specific requirement in 
the act, since it should be apparent to anyone that a comparison of costs is an 
essential element in any determination as to whether a domestic industry is being 
injured or threatened with injury by imports. Obviously where the cost of pro- 
duction of a particular product involves a large percentage of labor, and where 
the domestic producer must pay $2 per hour to his employees as compared with 
40 cents per hour paid by his foreign competitor, imports are more likely to injure 
him than would be the case if the wage rates were the same. 

Again it js submitted that the experience of the clothespin industry demon- 
strates the need for inclusion in the act of a specific requirement. The Tariff 
Commission has made 3 investigations of the clothespin industry, and has held 
3 hearings. At each hearing the industry representatives practically pleaded 
with the Commission to make a cost comparison. In each case the industry 
furnished the Commission with complete and accurate cost data on domestic 
production. Time and time again the industry offered to open its books and 
records to the Commission’s investigators so that the cost data could be checked. 

The Commission issued reports in all three cases, and did not in any case in- 
clude any information which would indicate that any attempt had been made by 
the Commission to obtain data on foreign costs, or that any consideration had 
been given by the Commission to the differences between domestic and foreign 
costs of manufacturing spring clothespins. As a matter of fact, Chairman Bros- 
sard commented on this fact in a separate opinion in connection with the first 
investigation of clothespins. He expressed the opinion that “although com- 
parison of domestic and foreign cosis of production is not a legal requirement 
for action under the escape clause, such representative costs of domestic pins 
could have been adjusted fairly accurately by well-established cost-accounting 
methods to allow for the larger size and better quality of the domestic clothespins 
compared with the imported Swedish clothespins.” 

Dr. Brossard went on to state: “Had such authenticated cost data been avail- 
able to the Commission, they would have contributed to a much better under- 
standing of actual competition between domestic and foreign pins in the United 
States market.” (Tariff Commission report dated December 20, 1949, p. 6.) 

This failure on the part of the Commission to make a comparison of domestic 
and foreign costs of production of spring clothespins, despite repeated requests 
for such a comparison, leads to the conclusion that a specific requirement that 
the Commission consider such factor in future cases must be included in the act. 


SUMMARY 


To sum up, it has been shown that administration of the act has been seriously 
impaired by three erroneous interpretations. The proposed changes would make 
certain that the existence of injury in each case will be determined finally by 
the experts designated by Congress, after a public hearing and investigation, 
and that the Commission will take into consideration, among other things, a 
comparison of the volume of imports before and after the concession, and a 
comparison of domestic and foreign costs of production. 

It is difficult to see how this effort to obtain clarification of the intent of 
Congress could be objected to by either the Congress which enacted the escape 
clause provisions, or the administration. It in no way curtails the powers of 
the President under the existing act or under the proposed extension of it. It 
does no more than carry out the intent of Congress to protect domestic in- 
dustries whenever it is possible to do so without endangering the public interest. 
It offers American workers and businessmen assurance that their interests will 
not be ignored, and the important satisfaction of realizing, in cases where the 
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President may deny relief after a finding of injury by the Tariff Commission, 
that at least they are making a contribution to the public welfare. 


ExHrIsiTt A 


UnitTep States TARIFF COMMISSION, 
OFFICE OF THE SECRETARY, 
Washington, D. C., December 7, 1954. 
Mr. RicHarp A. TILDEN, 
New York, N. Y. 


Dear Mr. TrtpEN: I have your letter of November 24, 1954, with reference 
to the President’s letter outlining his decision in the spring-clothespin case. 

You state that the President’s conclusions appear to have been based on certain 
points not covered in the Tariff Commission’s report. If the Commission sup- 
plied to the President factual data which was not included in its published 
report, you believe that the domestic industry is entitled to see such data in 
order to properly evaluate its present position. 

The published report of the Commission contains all the data submitted by 
the Commission to the President in connection with the spring-clothespin 
investigation. 

Sincerely yours, 
Donn N. Bent, Secretary. 


STATEMENT OF THE UNITED StaTES Woop Screw SERVICE BUREAU ON BEHALF 
OF DOMESTIC Woop ScREW MANUFACTURING INDUSTRY 


1. Domestic wood-screw manufacturers believe that revisions should be made 
in the escape-clause provisions of section 7 of the Trade Agreements Extension 
Act to assure aid to domestic industries which are seriously injured by imports. 

(a) Attached hereto are statistics and charts showing serious injury which 
increased imports have caused domestic wood-screw producers and their em- 
ployees. This material speaks for itself. Visualize, if you will, what you would 
consider serious injury to your business or your job had they been similarly 
adversely affected by imports from Japanese or other foreign firms where labor 
is paid as low as 20 to 25 cents per hour. 

(b) Here are steps which have been taken by the wood-screw industry since 
1951 to obtain assistance. No aid has yet been forthcoming: 

1. August 15, 1951: United States Wood Screw Service Bureau filed an appli- 
eation with the United States Tariff Commission for a tariff increase and a 
quota under section 7 of the Trade Agreements Extension Act then in force. 
Case dismissed December 1951 by United States Tariff Commission without a 
hearing. No change in tariff rates recommended. 

2. April 1, 1952: United States Wood Screw Service Bureau filed second 
application with the United States Tariff Commission for tariff increase and a 
quota under section 7 based on further increase of imports since the dismissal 
of the first application. (See chart attached.) After an investigation and 
hearing before the United States Tariff Commission, the Commission decided 
3 to 1 in March 1953 that no quota aid or increase in tariff rates would be 
recommended. 

3. January 29, 1954: United States Wood Screw Service Bureau filed a third 
application with the United States Tariff Commission for a quota under section 
7 based upon continued further increase of imports since the previous application, 
higher than anything which had occurred previously in the history of the in- 
dustry. After a thorough investigation and hearing, three members of the 
United States Tariff Commission recommended establishment of an import quota 
and three members dissented, President Eisenhower subsequently refused to 
follow the recommendations of the Commission and denied relief. (Under pro- 
visions of the Trade Agreements Extension Act, a tie vote of Tariff Commission- 
ers, where half of the Commission has recommended relief for the domestic in- 
dustry, the affirmative recommendation is sent to the President for approval or 
disapproval.) 

4. January 20, 1956: United States Wood Screw Service Bureau filed a fourth 
application with the United States Tariff Commission for a quota. Inasmuch as 
imports increased since the previous Tariff Commission investigation, the United 
States Wood Screw Service Bureau had every expectation that a favorable 
Tariff Commission recommendation for an import quota would be made. 
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(Nore.—Throughout the long, time-consuming procedures outlined above, ap- 
plicant found the Tariff Commission and its personnel able, fair, impartial, and 
sympathetically helpful. We believe that the Tariff Commission fully recognizes 
that serious injury is occurring to the domestic wood-screw industry and would 
again recommend that a quota be established. ) 

However, based upon the limited aid given in the watch and bicycle industries 
by the President, and the subsequent hullabaloo both by the freetraders at home 
and GATT signatory countries abroad that the President, by giving any aid to 
seriously injured industries, was junking the trade-agreements program, the 
domestic wood-screw manufacturers decided hope for a favorable decision at 
the presidential level was very dim at that time, and requested withdrawal of 
the application on April 6, 1956. 

2. Low-labor-cost imports from countries having entirely different standards 
of living should not be permitted to undermine an established domestic industry 
such as the wood-screw industry without some reasonable quota restrictions 
which prevent ruinous flooding of the domestic market and aid in the orderly 
transition to increasing imports. 

(a) Cost differences are so great mere changes in tariff rates will not aid the 
domestic industry. 

(b) The United States reciprocal trade program will be more likely to be ad- 
vanced by the prompt establishment of reasonable quotas. 

(c) With the establishment of reasonable quotas, foreign producers can par- 
ticipate in the domestic business and at the same time not ruin the domestic 
industry. 

(d@) Wholesale destruction of domestic industries results in bitter opposition 
to any reciprocal trade efforts. In opposing H. R. 5550, in a statement to the 
Ways and Means Committee, the domestic wood-screw industry had the following 
to say: 

“It is a curious fact that persons who have not been seriously injured by low- 
labor-cost imports, by ‘losing their jobs or life savings, do not become excited 
about the injury inflicted by such imports. While many citizens of the business 
community are fully aware of the intensity of the competitive struggle for busi- 
ness on the home front, if they never have experienced low-labor-cost imports 
underselling their products by 50 to 100 percent, they are inclined to ignore the 
situation and take the attitude that ‘that is the other fellow’s problem.’ 


TARIFF COMMISSION RECOGNIZES PLIGHT OF DOMESTIC INDUSTRY 


“T have represented the domestic wood-screw industry before the United States 
Tariff Commission on three different occasions in an effort to secure tariff or 
quota relief on imports of low-labor-cost wood screws. In this case tariff rates 
have been cut 50 percent by GATT from the duties established by Congress in 
the Tariff Act of 1930. At first, even the Tariff Commission appeared not to 
realize the serious injury inflicted upon small wood-screw manufacturers and 
workers in their plants scattered about the country. However, in the third peti- 
tion by the domestic industry to the Tariff Commission, help came in the form 
of a recommendation by three of the Tariff Commissioners that an import quota 
be established. However, when the case was reviewed by the President and the 
executive branch of the Government, representing the views of the State and 
other Departments, the affirmative recommendation of the Tariff Commission 
was turned down. In fact, there was intimation that the White House would 
not consider under any circumstances utilizing import quotas on manufactured 
goods. 


DANGER OF REMEDIAL AGENCIES TOO FAR REMOVED FROM SCENE OF TROUBLE 


“This position has been taken even though section 1 of the Trade Agreements 
Act, as passed by Congress, provides for imposition of quotas if the Tariff Com- 
mission makes the appropriate findings. Those far removed from the scene 
of the inquiry of low-labor-cost imports quickly assume that the injury is minor 
and that they need not worry about it. A world organization, even an admin- 
istrative one, obviously would follow a similar position. It soon would develop 
rigidities, redtape, and complex rules which would make the possibility of relief 
far more difficult than now is encountered on the domestic scene. 


ONLY ONE AVENUE OF RELIEF 


“The attitude of the executive branch of the Government appears to be one of 
ignoring the serious injury being inflicted upon domestic manufacturers and their 
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workers by low-labor-cost imports. There is only one avenue of assistance re- 
maining, and that is through Members of Congress. Congressmen, who are close 
to their constituents, and who come from districts where employees have been 
laid off and where companies have lost to imports as much as half of their mar- 
kets, have been quick to sense the injustice of this situation. They will not 
permit goods manufactured by Japanese labor, at 20 cents per hour, to undermine 
our domestic industries where the standard of living, wages, and other costs 
are far higher. We lay off our own $1.90-an-hour workers and substitute in 
their place foreign workers at one-third to one-tenth that wage. 


GOVERN MENT AGENCIES FAR FROM DOMESTIC PLANTS 


“The executive branch of the Government and the State Department in Wash- 
ington are far removed from the injuries occurring to the smaller domestic in- 
dustries. Even in the general business and labor-union field, as well as in Goy- 
ernment, there is a tendency to ignore the trouble of others as long as one’s ‘own 
ox is not being gored.’ However, when the injury hits home and the grave in- 
justice of the unequal labor-cost conditions in the various countries are seen at 
first hand, then the possibility of aid begins to filter through to those in position 
to give it. Membership of the United States even in an administrative organiza- 
tion, as it is purported the OTC will be, further removes the possibility of a 
fair hearing or understanding of a domestic industry’s import problem. 

“For Congress to accept membership in the OTC and delegate some of its 
tariffmaking powers to a complicated and far-off organization with little or no 
reason to have the interest of our citizens at heart, would be most unfortunate. 
Under such circumstances, the top-level executive committee of the Organization 
for Trade Cooperation would continue to take an inflexible position, as GATT 
and our State Department already have done, that all tariffs and trade restric- 
tions should be done away with and no relief provided under any circumstances. 
This policy would become frozen and efforts of our citizens to help themselves 
would be useless. 

“Small industries, in an effort to obthin assistance, have travel and other 
difficulties trying to confer even with the many-membered Trade Agreements Com- 
mittee in Washington and with other executive branch personnel. Membership 
by the United States in a world organization would greatly accentuate this 
difficulty. In fact, the obtaining of any help whatever appears impossible.” 

3. Domestic wood screw manufacturers have been seriously injured by failure 
of sellers of imported wood screws to label boxes, packages and containers 
identifying the merchandise as imported. 

(a) Under Treasury Department Customs Bureau Regulations, (see sec. 304 
of the Tariff Act of 1930, as amended, 19 U. S. C. 1804) all cartons, boxes, kegs, 
etc., containing imported products must be marked with the name of the country 
of origin when the material is actually imported into the United States. 

(0) However, when domestic importers, jobbers, and other resellers receive the 
merchandise in their warehouses in the United States, the screws are repack- 
aged in boxes, cartons, packages, kegs, etc., without any marking to indicate that 
the goods are imported or the name of their country of origin. 

(c) Furthermore, domestic importers, jobbers, wholesalers and other re- 
sellers also commingle imported screws with domestic screws in cartons, pack- 
ages, boxes, etc., which have no marking to indicate that some of the screws are 
imported. 

(d@) As happens in most cases, domestic importers import the “heart of the 
line” items and expect United States’ manufacturers to supply the slower selling 
sizes in unprofitably small quantities. The imported screws are then commingled 
with domestic screws without any attempt made to label those that are imported. 

(e) Within the past year, the United States Wood Screw Service Bureau 
attempted to have the Treasury Department’s Customs Bureau regulations 
amended to require marking of individual screws. Although this is entirely 
practicable, this request was denied. 

4. The domestic wood-screw industry suggests the following changes and 
additions to the present trade and tariff laws: 

(a) Amend the Trade Agreements Extension Act to provide that decisions of 
the United States Tariff Commission under section 7 recommending relief to 
a domestic industry be final and controlling. 

(b) Clarify section 7 of the Trade Agreements Extension Act by stating that 
quota relief is a proper instrument of aiding a seriously injured industry. 
Present section 7 appears to be clear on this point, but as there has been so 
much free-trade propaganda against quotas, some Government personnel seem 
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to be confused about the use of quotas under the present law. (Nore. To see 
how readily the British implement their foreign trade by use of quotas, review 
the functions and objectives of the British Token Import Plan Unit of our own 
United States Department of Commerce.) 

(c) Finally, to prevent deception of consumers, the Federal Trade Commis- 
sion Act should be amended to provide that all sellers of imported merchandise 
be required to do as follows: (1) Mark all imported merchandise with the name 
of the country of origin; (2) mark the country of origin on all boxes, packages, 
kegs, and other containers of all imported merchandise offered for sale; and 
(3) specify clearly the country of origin of imported merchandise in all adver- 
tisements, catalogs, price lists, brochures, offering imported merchandise for 
sale at all levels of trade in the United States. 

Such statutory provisions would supplement both the marking requirements 
of the Treasury Department, Customs Bureau, as provided for in the Tariff 
Act of 1930, as amended, section 304 (19 U. 8. C. 1804), and would clear up 
confusion of conflicting rulings of the Federal Trade Commission requiring 
naming of the country of origin in certain cases when offering imported 
merchandise. 
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Comparison of wood screw orders receiwed and shipments made by United States 
manufacturers to domestic consumers compared with importations of wood 
screws—reports from 14 United States manufacturers 


| Domestic monthly average Imports of | Percent imports of domestic 
ere | wood screws 

| into United 

Orders | Shipments | States | ‘ Shipments 


Monthly 
average gross | 
, 879 
29, 204 | 


Year: Gross 
3, 038, 209 | 17, 596 | 
| 
| 
1 
| 
! 


1928 Se , 658,837 | 4, 900, 829 
1929__- 651, 367 | 4, 740, 092 
1930 ; 

1931 

1932 

1933 

1934 

1935 

1936_ 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 ‘ 

1062... .. 

1953 

1954 

1955 seein 
By months: 

1955—January 

February 


2, 339, 854 12, 923 
1, 627, 570 5, 342 | 
2, 303, 708 10, 671 
2, 277, 835 14, 491 
2, 891,017 | 27, 155 
3, 031, 882 | 43, 852 | 
2, 654, 333 48, 782 | 
1, 936, 490 | 13, 918 | 
2, 621, 773 

2, 668, 931 | 

4, 351, 851 

3, 812, 598 

3, 791, 818 | 

3, 247, 862 

3, 119, 669 

3, 936, 848 | 

4, 210, 695 | 

3, 637, 110 

2, 628, 030 | 

4, 239, 436 | 

4, 365, 027 
3, 301, 706 
3, 578, 088 
3, 362, 306 336, 896 | 
3, 147, 195 744, 026 


2, 849, 965 | 592, 431 | 
2, 702, 456 | 382, 936 
661, 641 
619, 498 
739, 844 | 
670, 383 | 
867, 685 
778, 442 | 
859, 984 | 
893, 407 
1, 060, 392 
801, 667 
1, 414, 672 
787, 868 
1, 096, 298 
932, 761 
976, 179 
694, 726 | 
811, 779 | 
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STATEMENT OF THE NATIONAL PAINT, VARNISH, AND LACQUER ASSOCIATION, INC. 


The National Paint, Varnish, and Lacquer Association, Inc., is a nonprofit 
Delaware corporation, with its principal office at 1500 Rhode Island Avenue NW., 
Washington 5, D. C. Its members, numbering approximately 1,200 are engaged 
in the manufacture and distribution of paint, varnish, lacquer, and allied prod- 
ucts, or of the materials used in such manufacture, and collectively produce 
about 90 percent of the total national volume of these products. 

The association is very grateful to the subcommittee for this opportunity to 
present briefly its views on tariff and trade policy. We firmly believe that the 
important study your subcommittee is now making is necessary and will benefit 
the entire American economy. 

Our industry recognizes the importance of maintaining vigorous and healthy 
national economies in all countries of the free world. Nevertheless, we believe 
this should not in any way weaken the structure of the United States national 
production and income. In considering the soundness of the domestic economy, 
we urge the subcommittee to regard the adequacy of present and needed safe- 
guards for American industry to prevent destructive unfair foreign competition 
and unwarranted restrictions on our foreign trade. 
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While our Government has been reducing its import duties on manufactured 
products, many foreign governments have increased duties, quotas, and foreign 
exchange controls so effectively as to reduce the exports of our products. 

The paint, varnish, and lacquer industry is particularly concerned with the 
results of negotiations which may involve an increase of foreign restrictions on 
paint products and chemical coatings by agreement of a lowered foreign tariff on 
other industries’ products. An example of this type of concession was the 
negotiation under GATT between the United States and the Dominican Republic 
completed earlier this year. The Dominican Republic modified three concessions 
on paints and varnishes made to the United States by increasing the duties on 
paint products. To compensate for this discrimination against the products of 
this industry, the Dominican Republic reduced rates and granted new conces- 
sions on certain other United States items. 

With regard to tariffs generally, the association finds that many foreign coun- 
tries are becoming increasingly nationalistic and are encouraging industrializa- 
tion as much as possible in an effort to reach a so-called balanced economy. A 
good many Latin American countries, as well as the Far East and Europe have 
made it practically impossible for us to export paint products. 

Quoted below is a portion of a report from one of our manufacturing com- 
panies engaged in sizable export activity, particularly in Central and South 
America: 

“The continuous decline of paint exports is not only due to a variety of ad- 
ministrative or legislative import restrictions but in many instances to the in- 
crease of import duties. Our State Department was either unable to prevent 
advances of duty rates to prohibitive levels or did not care to oppose them. 
Paint accounts for hardly 2 percent of total United States exports and the im- 
portance of this commodity is pretty limited when it comes to bargaining trade 
agreements. Even in countries where the relative amount of paint imports from 
the United States of America represented a higher than average percentage as in 
Venezuela, Peru, ete., United States delegates agreed to exorbitant paint tariffs. 
For many reasons, the damage caused to American paint exporters cannot be 
undone. 

“Union of South Africa: Imports of United States paints were about $3 mil- 
lion in 1946. Now they are practically zero. Import licenses are not issued any 
longer. This was a purely administrative measure to encourage and protect the 
development and growth of a local industry. 

“Venezuela: Former paint imports $4 million yearly until October 1952 when 
prohibitive duties went into effect. The local paint industry has become so strong 
that the market for United States paints could not be revived again even under 
a favorable tariff agreement. 

“Philippines: Former paint imports $2,500,000 yearly. A complicated law often 
referred to as no-dollar-imports regulations has brought imports of American 
paint to almost a standstill. 

“Colombia: Paint imports were regularly around $1,500,000 yearly, when a 
dollar shortage induced the administration to deny licenses to paint importers. 

“Peru: Former yearly paint imports of around $600,000 were stopped through 
high and prohibitive duties. 

“Chile: Regular imports amounted to approximately $500,000. Import licenses 
for ready-mixed paints are not granted by the administration. 

“Bahamas: In spite of the fact that the largest item in their balance of pay- 
ments is the dollar amount spent by American tourists, the administration issues 
import permits only to firms on a historical basis which eliminates new im- 
porters.” 

The right to free and unrestricted distribution of our industry’s products in all 
nations is a privilege deserving of vigilant protection and is a cornerstone of 
association policy. We heartily support all efforts to prevent quotas, increased 
tariffs, or other restrictive measures contrary to this policy. Therefore, we are 
firmly opposed to putting the exports of the paint, varnish, and lacquer industry 
on the auction block in order to gain concessions for any other products of the 
United States of America. 

We, therefore, urge that steps be taken to insure that the export of our in- 
dustry’s products will not be limited by law, regulation, administrative action 
or other means. Furthermore, that action will be directed toward expand- 


ing the markets for paint products as well as products of all industries of our 
country. 


83979—56—pt. 3 27 
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STATEMENT OF NORRIS E. PHILLIPS FOR THE TILE COUNCIL OF AMERICA, INc. 


The Tile Council of America adds its voice to those that have been raised to 
ask a redefinition of the escape clause of the Trade Agreements Extension Act 
of 1955. Referring to the statement of Hon. Hale Boggs, circulated August 31, 
1956, on the scope and purpose of the current hearings, this has to do with 
topic C, under subsection (a). The phrasing to which we direct your committee's 
attention is this: 

“Increased imports, either actual or relative, shall be considered as the cause 
or threat of serious injury to the domestic industry producing like or directly 
competitive products when the Commission finds that such increased imports 
have contributed substantially toward causing or threatening serious injury to 
such industry.” 

That language occurs in section 6 (a) of the act, which was passed as Public 
Law 86, 8Uth Congress. Now, Webster’s International Dictionary defines a 
threat as an expression of “intention to inflict damage or harm upon aonther.” 
We realize that the Trade Agreements Extension Act didn’t mean to impute 
an intention of harming specific United States industries to the foreign seller. 
We are quite as certain that Congress intended this clause to safeguard American 
industry against future or potential disaster, not merely as a directive to pick 
up the pieces after disaster had struck. 

Somehow the plain intent of Congress has gone astray somewhere in the ad- 
ministration of the Trade Agreements Extension Act. One might think that 
“to threaten” meant “to inflict damage, almost but not quite fatal.” The Tile 
Council has been unable to find one instance in which the approach of future 
injury, no matter how severe, has resulted in the slightest assistance being given 
the affected industry. The Tariff Commission is alert to sound the alarm in 
such matters, but action is thwarted by some other agency. 

The Title Council does not imply that the will of Congress is being deliberately 
frustrated. Obviously some members of the State Department, and the advisers 
upon whom President Eisenhower relies in these matters, have misunderstood 
that intent. We hope your committee can do something in the coming session 
of Congress to place into the act an accurate definition of “threat.” 

The ceramic-wall and floor-tile industry has a very real interest in this mat- 
ter. This industry enjoyed its best year of sales and earnings in 1955. It has 
scheduled corresponding increases in investment and production in 1956. Never- 
theless, signs are multiplying that this period of prosperity is about to end, 
drowned in a rising tide of imports of foreign tile. 

Thus it is a matter of life and death to us to have “threat” defined. Are 
we threatened now? Will we be threatened when our production and earnings 
are cut back to prewar levels? Shall we wait a little longer, until there aren’t 
any earnings? Or will be be considered to be threatened only when our plants 
are shut down, our investments are lost, and our workers are scattered to other 
industries or subsisting on relief? 

Unless something is done for our industry soon, all these milestones on the 
red-ink road will be passed, and quickly. During the first 6 months of this 
year imports of foreign tile, in square feet, were 15 percent of total shipments 
by domestic manufacturers. In New York, to pinpoint one area of competi- 
tion, contracts for tile in three tax-supported public-housing projects were 
given to contractors using foreign tile. In that city some foreign tile was 
selling at around 24 cents a square foot; domestic tile at roughly 56 cents a 
square foot. 

A great part of this tile was cheaply produced Japanese floor tile. One 
tile company in Trenton, N. J., not a member of the Tile Council, was forced 
to cut its production of floor tile in half because of the influx of Japanese 
tile into its biggest market. Checks of member companies who manufacture 
floor tile reveal that in some instances their sales in the New York and Phila- 
delphia areas, to name 2 examples, are off as much as 40 percent because of heavy 
imports of Japanese tile. 

In discussion of the Trade Agreements Extension Act among industrial 
observers and Members of Congress, we recall, there was once fairly general 
accord that imports begin to threaten domestic industry when the imports reach 
5 percent of total domestic shipments. Here we have an industry with 15 per- 
cent of potential sales going to foreigners, and nothing has been done. The in- 
crease in imported square feet of tile, in the period 1950-55, was 763 percent: 
imports in 1956 are at a rate double that of 1955. 

There is another aspect to this competition between domestic and foreign 
tile—an aspect that would only appear in the United States with its constant 
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striving toward higher standards of living, more things for more people at less 
expenditure of human energy. Ceramic wall and floor tile represents an upgrad- 
ing of the home. Tile manufacturers in the United States, through the tile 
council, have been pouring back hundreds of thousands of dollars of their com- 
panies’ earnings to create a demand for this higher quality building material. 

American tile generally is of better quality than foreign tile. A home in which 
foreign tile has been used is much more likely to suffer from failure of the tile 
to do its job. The contractor is not eager to stress that fact that he isn’t using 
American tile; the homeowner thinks, ‘“‘Tile’s tile.” Thus the import steals not 
only part of our market, but part of our good name—after riding to fortune on 
the demand created by the domestic manufacturer. 

This brings up another point always implict and sometimes explicit in the 
propaganda of liberal trade policy advocates—who appear to many of us to be 
much too liberal with other people’s jobs and livelihoods. This is the contention 
that the protected market is an exploited market—that opening the domestic 
American market to sellers all over the world is essential if the American con- 
sumer is to be protected from the exactions of domestic monopolies. 

The tile council has appended to this brief a chart showing how grossly unfair 
is this assertion in the present instance. Prices per foot of ceramic tile, since 
1946, have risen 51 percent; of construction materials in general (on the Engi- 
neering News-Record index) 70 percent. Wages in the industry, in the same 
period, have doubled. Plainly the tile industry has fully met its obligation to 
the public in general, and to new homeowners in particular, to hold the price 
line except as increases in selling price are forced by increases in cost. 

To be sure, the industry has vastly expanded production since World War II— 
and has profited substantially by so doing. The title council cannot believe that 
Congress would have it otherwise. Keeping pace with the Nation's growth is not 
only our privilege but our duty—to fill American demand with American wares, 
to give Americans jobs in the American communities where our plants are 
located. 

The concentration in port areas of imported title, which we mentioned before, 
makes this increasingly difficult to do. Foreign title comes into these great 
ports and is thrown on the market for what it will bring. The domestic in- 
dustry cannot maintain two levels of prices, one for interior points and one for 
the seaboard. Hence its whole price structure is endangered by the seacoast 
concentration of foreign shipments. Lower prices are enforced at points far 
distant from any port. These do the importer no good, and gravely damage the 
domestic producer. 

Is is an ironic touch that price competition in port cities is becoming so fierce 
that some tile suppliers are driving others out of our markets. When the Trade 
Agreements Extension Act was passed, the United Kingdom was the principal 
supplier of foreign tile. What bargaining took place we do not know. At least 
the United Kingdom was a negotiator of trade pacts with the United States, so 
the assumption of quid pro quo exists. 

Today, however, one of the fastest growing foreign sellers of tile in the United 
States is Mexico. Mexico is not a signatory of the General Agreements on Tariffs 
and Trade. Nevertheless, it is granted low tariffs, equal to those accorded GATT 
signatories, under the most-favored-nation principle. Thus aided, it is able to 
undersell United Kingdom tile in this country. Japan and Spain are also big 
new suppliers. Cheaply produced tile from these three nations constituted more 
than 75 percent of all the ceramic tile imported into the United States in 1955. 

Here we see, despite all the clamor about the benefits of reciprocal trade, the 
country that was willing to reciprocate shut out of the market, which is grabbed 
by a country that wasn’t. In fact, far from reciprocating, duties on tile enter- 
ing Mexico have been raised 400 percent in the last 15 years, until they are now 
31 cents a foot—absolute assurance that not one carload of cull tiles will cross 
the Rio Grande headed south. In the same period United States duties have 
heen whittled away until today some Mexican tile comes into this country paying 
only 5 cents a square foot in duty. ae 

In closing, the Tile Council would like to pay its respects to what it regards as 
three fallacies of the whole reciprocal trade policy—fallacies which have been 
advocated before your committee at its current hearing in the face of overwhelm- 
in’ evidence: 


1. Reciprocal trade is essential if we are ever to be rid of our farm surpluses 
It should be sufficient to note that in the decade before 1934, when the Trade 
Agreements Act was first passed, American exports of cotton averaged 714 million 
bales a year, and carryover of the crop was seldom more than a fraction of the 


total grown in any one year. In recent years less than half that much American 
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cotton has gone each year into a world market that has doubled since the thirties. 
There is more cotton stored by the Commodity Credit Corporation than this 
country’s spindles could consume in a year and a half. 

2. Complainants against imports are either backward industries, backward 
entities within industries, or marginal concerns whose troubles spring from 
within, and which couldn’t be saivaged no matter what protection was given 
them. For the record, the Tile Council of America comprises producers of 85 
percent of the ceramic wall and floor tile in the United States. These companies 
make the best ceramic tile in the world. 

3. The United States has mastered the techniques of mass production so well 
that, as a witness before your committee put it, “Automation, not tariffs, is the 
true safeguard of American industry against low-wage competition.” 

Those who talk this way are living in a century that has passsed. The original 
free trade advocates, looking around the world, could believe that a small section 
of Europe—mainly the British Isles and the Flemish Plain—had a natural 
monopoly of industrial skill, and could forever exchange the products of manu- 
facture with the rest of the world for the products of agriculture, forestry, and 
mining. 

Today we know this is nonsense. America’s superb industrial skill is not a 
monopoly. If it ever were, the program of foreign aid since World War II has 
gone out of its way to dissipate this national asset. Foreign manufacturers share 
the skills of our own. In many instances they were taught to them by United 
States-paid technicians, and practiced on machines that are United States gifts. 
As skills rise in these far lands, they are not deterred by any babble of reciprocity 
from raising their own tariff walls. Hence our advantages are not only denied 
us but turned against us. 

We of the Tile Council are confident that when your committee examines all the 
facts dispassionately, you will decide that the domestic tile industry, the possi- 
bility of tariff protection having been destroyed by the unwise policies of the 
past, deserves the protection of quotas in imported tile which will keep the 
present threat to the industry’s prosperity from turning into disastrous reality. 
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THE SOcIETY OF THE PLASTICS INDUSTRY, INC., 
New York, N. Y., October 15, 1956. 
Hon. HALE Boges, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, House Committee on Ways and Means, House Office 
Building, Washington, D. C. 


DEAR CONGRESSMAN Bocas: The Society of the Plastics Industry is an incorpo- 
rated association of some 1,000 firms engaged in the manufacture, sales, distribu- 
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tion, processing, and servicing of molded forms and consumer items produced 
from plastic and resin materials. This represents something in excess of 90 
pereent of the American industry plus a small number beyond United States 
borders. 

This association has long maintained an active interest in and concern for this 
Nation’s foreign trade policies and activities. The SPI has testified before con- 
gressional committees on these matters, and especially with respect to the trade- 
agreements program. It is our concern for this last subject that brings us to file 
this Statement for inclusion in the hearings record of the House Committee on 
Ways and Means, Special Subcommittee on Customs, Tariffs, and Reciprocal 
Trade Agreements. 

The SPI has not registered opposition to the trade-agreements system, but 
rather has been concerned with the administration of the program. Where op- 
portunity has occurred, the association presented its views to the Committee for 
Reciprocity Information and to the Tariff Commission with respect to the inelu- 
sion in trade agreements of goods manufactured by our members. Until recently 
the administration of the trade program has not created grave concern over the 
levels to which import duties on plastics industry products have been reduced, 
even though some harm was threateningly present. 

The industrial resurgence of Japan coupled with United States tariff conces- 
sions recently granted in that Nation’s behalf have altered the picture so that 
this industry is now very much concerned. Competitive plastic products ar- 
riving from abroad, particularly from Japan, and benefiting from the recent 
GATT tariff concessions negotiated despite warnings registered with the CRI by 
SPI, are being channeled into trade at levels never before encountered. 

The existence in law of procedures designed to give injured or threatened in- 
dustries relief from harmful import competition, arising out of trade agree- 
ment concessions theoretically should provide comfort to those industries. How- 
ever, past administration of the relief procedures to date gives little assurance 
that real relief can be expected under those procedures. 

If the experience under the trade-agreements program of plastic’s industry 
products is largely reflected in the products of other industries, it would seem 
that the usefulness of the trade-agreements program, so far as the United States 
is concerned, is at an end. It would appear that little leeway remains for 
effective tariff bargaining. Furthermore, the members of our industry would 
like some ri ul assurance that effective relief will be granted where injury has 
occurred or genuinely threatens. 

We feel that the danger is particularly acute to the small plastics product 
manufacturer where foreign competition may be sudden as well as ruinous. 

We will appreciate whatever consideration you may wish to give these views. 

Very truly yours, 
Wo. T. CrUsE, 
Executive Vice President. 


MONSANTO CHEMICAL Co., 
St. Louis, Mo., October 2, 1956. 
Hon. HAte Bosgs, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 


Agreements, Ways and Means Committee, New House Office Building, 
Washington, D. C. 


Dear Mr. Boaes: We appreciate the opportunity to present to your subcom- 
mittee, for inclusion in the record, information concerning certain experiences 
of Monsanto Chemical Co., under the American tariff and reciprocal trade 
programs. - 

In brief, it is our conclusion that, however well intentioned the Congress may 
have been in adopting peril-point and escape-clause legislation, American in- 
dustry’ experience in attempting to obtain needed relief under such provisions 
has been sad and disappointing. A couple of examples from our own activities 
will suffice to illustrate. 

In November 1955, prior to the meeting of GATT in Geneva, Switzerland, 
Monsanto formally requested the United States Tariff Commission to make 
peril-point findings on caffeine, thiobromine, and vanillin. In support of our 
application we submitted considerable detailed data. Under the Tariff Com- 
mission’s rules we were unable to determine whether, after studying the matter, 
the Commission had recommended to the President that peril point be established 
on these three chemicals. The Commission gave us no indication whatsoever 
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of its decision. If it did so recommend that peril point be established, the results 
of the GATT Conference would indicate that the President did not concur, 
Subsequently the duties on all three products were reduced the full 15 percent 
permissible under the latest trade agreements legislation, the first one-third of 
this reduction effective July 1, 1956. It was only upon completion of the GATT 
Conference and release by the State Department in June 1956 of the list of 
products on which tariff reductions had been made that we were able to learn 
of the results of our application to the Tariff Commission and what had happened 
at Geneva with respect to these chemicals. 

Because of the direct and substantial impact upon industry of trade-agreement 
negotiations, we believe strongly that the Tariff Commission should inform 
petitioners for peril-point determinations of its conclusions and recommenda- 
tions. We also believe that the President should make known his decision 
promptly on such a matter just as is now done in escape-clause cases. 

In addition to requesting the above-mentioned peril-point findings on caffeine, 
thiobromine, and vanillin, on February 13, 1956, Monsanto filed with the Tariff 
Commission an escape-clause petition with respect to caffeine. Eleven days later 
we received a letter denying the petition for the following reason: 

“The Commission has decided that in view of the fact that its ‘peril point’ find- 
ing on caffeine was made only slightly more than a month ago, after investigating 
and due hearing, an investigation at this time for the purposes of section 7 of the 
Trade Agreements Extension Act of 1951 is not warranted. The Commission 
considers that in the circumstances it was not the intention of Congress to re- 
quire an investigation under section 7. Your application has, therefore, been 
denied.” 

The results of these two applications brought no sorely needed relief to Mon- 
santo. In view of all the facts which we could marshal, we had had reasonable 
expectation that the tariffs on caffeine, thiobromine, and vanillin would not be 
reduced, but they were. And, to add insult to injury, we have been and are com- 
pletely unable to learn the basis for the peril-point decision on which the rejection 
of our escape-clause petition was based. 

On thiobromine Monsanto has therefore had to cease production and shut down 
its plant facilities. This despite the fact that in World War II the War Produc- 
tion Board requested the company to double its production capacity for thio- 
bromine. To the best of our knowledge all thiobromine required for medicinal! 
use is now being imported. What will happen should there be another war or na- 
tional emergency is therefore difficult to predict. 

Recently an escape-clause application on para-amino salicyclic acid and salts 
received a 3-3 vote by the Tariff Commission, and the President denied the in- 
crease. These pharmaceuticals, so important in the treatment of tuberculosis, 
will probably cease to be produced in this country as a result of the tariff reduc- 
tions and the resultant competition from imports. Monsanto had already ceased 
production. We formerly manufactured and sold para-amino salicylic acid and 
salts, but the competition from imports forced the price down so as to make the 
return on investment unsatisfactory, and production was reluctantly discon- 
tinued. 

In summary, then, we urge a thorough study into the record of escape-clause 
and peril-point cases, from the adoption of such legislation to date, and the recom- 
mendation of legislation which will more fully and adequately serve the goals 
originally sought for these two important provisions in our reciprocal trade 
program. 

Sincerely, 
B. J. Purze.t, Jr. 





Tue Rupper MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., August 28, 1956. 
Hon. HALE Bose6s, 
Chairman, Subcommittee on Customs, Tariffs 
and Reciprocal Trade Agreements, 
House of Representatives, Washington, D.C. 

DeAR CONGRESSMAN: We are impressed by your committee’s constructive ap- 
proach to this study of customs, tariffs, and trade agreement laws. Particularly 
we wish to thank you for this opportunity to express our views on these matters 
and on certain aspects of the administration of the trade agreements program. 

The members of the footwear division of the Rubber Manufacturers Association 
believe your subcommittee could not find a better specimen for study than the 
rubber footwear industry. This industry faced disaster from imports produced 
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by cheap labor abroad in the early 1930’s. It was saved when the President, 
acting under the authority granted by Congress, placed these competitive imports 
under the American selling price provision. 

Within the past 10 years, this industry has moved nearer and nearer to that 
same brink of disaster as succeeding administrations, acting under authority 
granted by Congress, have encouraged low-wage producers abroad to again 
invade the American market by reducing tariffs and breaking down other bar- 
riers through administrative rulings. 

We respectfully present herewith a brief review of these developments and 
hold ourselves at your service to supply any additional information your sub- 
committee may request. 

Our members feel that the national policy on foreign trade, should be modi- 
fied to protect any and all sound domestic industries—large or small—which may 
be threatened by imports because the American standard of living sets a cost 
of production many times that which prevails abroad. Our members recognize 
the value to the Nation and to the world of that standard of living. They wish 
to maintain it among their own employees through the pay envelope and the 
many fringe benefits that make up the item of labor in the cost of production. 

But, this they cannot continue to do and face competition in the home markets 
with products of low-wage foreign manufacture. 

Competitive goods are now being offered which are produced by labor receiv- 
ing less than 10 percent of the average wage paid in American rubber footwear 
plants. 

We have said consistently in our statements before various congressional com- 
mittees over the past several years, that domestic industries in which the labor 
bill is a substantial part of product costs—such as in the rubber footwear 
industry—face extinction unless import duties are imposed to give some real 
measure of compensation for the advantage of cheap labor which lies with the 
foreign competitor. 

We have argued that sound, well-operated domestic industries—their stock- 
holders, management and employees—should not be used as pawns in international 
diplomatic maneuvering. 

We have shown that merely trading jobs, especially when the purchasing 
power of American jobs is 4 to 20 times the purchasing power of foreign jobs, 
instead of contributing to the expansion of world trade, eventually leads it to 
decline. 

The record of our experience which we have attempted to highlight for your 
information will support these contentions. 

The subject your subcommittee has been directed to study is so vast that it 
cannot be covered in one paper. We have touched on only a few major points. 

One other phase that we feel you should explore thoroughly is the effect that 
even a relatively small volume of low-cost imports may have on the structure 
of the domestic market. We have referred to this briefly in our pamphlet, 
Rubber Footwear, a Vital American Industry, in the closing paragraphs of the 
section entitled “What Effect Imports?’ This pamphlet is included in the 
appendix of this presentation. 

Very truly yours, 
C. P. McFAppEN, 
Chairman, Footwear Division. 


Russer FoorwEAR AND THE NATIONAL FOREIGN TRADE POLICY 
FORWARD 


This briefed report is intended to show how one American industry—the 
rubber footwear industry—was well served through the proper administration 
of a sound foreign trade policy, and later harmed by the unrealistic administra- 
tion of an unsound foreign trade policy. 

It will be divided into three parts and an appendix. 

Part 1 tells the history of the industry and how it has served the Nation. 

Part 2 tells how the industry was saved by Presidential proclamation in the 
early 1930's. 

Part 3 tells how the industry has again been led to the brink of danger because 
of trade and tariff concessions and administrative rulings favoring imports. 

The appendix contains tables, charts, and various references supporting or 
supplementing the material presented in the other three parts. 
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PART 1 


More than a hundred years ago—the generally accepted date is 1843—the 
rubber footwear industry had its beginning. It was founded here in the United 
States. Throughout these years it never lost its American identity, although 
rubber footwear for many years has been made in various countries, in Europe, 
and the Far East. The American manufacturers have always retained their 
leadership in design, style, quality, and efficiency in manufacturing and distribu- 
tion. 

The most recent Department of Commerce, Bureau of Census, report which 
covers 1954, states that in that year there were 21 establishments which produced 
over 75 million pairs of rubber footwear, valued at just under $166 million at 
the manufacturers’ level. Somewhat more than half of this amount is the wage 
and salary bill, according to industry estimates. 

The industry makes two general types of rubber footwear—waterproof and 
weather-resistant footgear, and rubber-soled fabric-upper footwear. If any- 
thing can be said to be essential, much of this production would be so designated. 
In the first group are hundreds of types of footwear used in industry, agriculture, 
and commerce, and by men, women, and children who must go out of doors in 
inclement snowy or rainy weather. In the second group are scores of kinds of 
shoes worn for sports and health-building exercises and for casual beach or 
street wear. To many persons, particularly children, these shoes also are the 
everyday shoes during the warm months. 

Beyond the civilian usage, there is a large and important demand for both 
types of rubber footwear from the armed services. In peacetime this military 
production is a small part of the industry’s output, but during World War II 
more than 45 million pairs were made for the armed services. Special items 
were developed for the military. In addition, the special skills of rubber foot- 
wear workers were used to make numerous other items required to wage the 
war—such as inflatable life rafts, pontoons, etc. 

The American rubber footwear industry is highly competitive. It has been 
vigorous and intelligent in promoting its products and in developing or adapting 
new materials and new methods of production. It has been alert and efficient 
in distributing its goods so today they are available everywhere in the country 
where they are needed. 

The industry has been and continues to be in readiness to supply the normal 
demand for its goods. Today, it depends entirely on the domestic market. In 
its early days, the entire world was its market, but since the 1920's it has steadily 
receded from foreign markets as foreign manufacturers, copying American 
styles and designs and capitalizing on their one advantage of low wages, moved 
in with price quotations which Americans could not hope to meet. 

In 1919 the American rubber footwear manufacturers had 58.87 percent of the 
world export market. There are no current comparative figures available, but 
in a little over 10 years the American share of the world export market had 
dropped to 2 percent. At the present it is assumed it is even less, since the 
percentage of American exports to total production is only six-tenths of 1 percent 
(note exhibit A). 

PART 2 

Official reports of imports on rubber footwear were not kept prior to 1932, but 
they were negligible until the very end of the 1920’s. Then they began to be 
noticed by the domestic industry. Czechoslovakia was the first to try out the 
American market, but Japan quickly followed. 

By 1932 the impact of these imports on the domestic market was so disastrous 
that the American manufacturing industry appealed to the Tariff Commission for 
relief. An investigation was begun by the Commission which found that, from 
a trickle a few years before, rubber footwear imports amounted to nearly 4 
million pairs in 1932. 

The Commission's inquiry disclosed that cost of production in the United States 
was far above production costs of the imports. No exact comparisons were given 
for production costs in the United States and in Czechoslovakia, but the domestic 
production costs were reported as from 2% to 4 times the Japanese figure. 

The Tariff Commission, in its report to the President on January 31, 1933, held 
that the existing duties did not equalize the differences in production costs and 
recommended that rubber footwear be put under the American selling price. 

This was done by Presidential proclamation issued the following day to become 
effective March 3, 1933. 
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PART 3 


The first attempt to deprive the American rubber footwear industry of the 
protection of the American selling price policy was made in 1937 during the trade 
negotiations with Czechoslovakia. The Czech negotiators asked that the Amer- 
ican selling price order be revoked, but our Government refused. 

Ten years later, in 1947, at the Reciprocal Trade Agreements Conference in 
Geneva the duty on waterproof rubber footwear was cut, for practical purposes, 
in half. A sliding-scale formula was adopted, but all imports came under the 
lowest duty, 12% percent. Prior to the conference our industry was invited 
to appear before the Committee on Reciprocity Information to express its views 
on the proposed negotiations. 

This was our industry's first experience with the Committee on Reciprocity 
Information and it was quite a shock. Several officials of rubber footwear manu- 
facturing companies appeared as representatives of the industry. They antici- 
pated an informal conference at which the Government representatives would ask 
for the information they would need to properly represent and protect the Amer- 
ican industry at the Geneva roundtable. 

Instead, they appeared before a panel of CRI members who resembled and acted 
like a bank of jurists listening to an appeal from a petitioner. Witnesses were 
‘alled one at a time, required to take an oath, and then make their statement. 
At no time were the industry members given any inkling as to what concessions 
had been asked by foreign nations or as to what concessions the United States 
delegates considered giving. 

They therefore were forced to limit their statements to generalities and they 
left the hearing as much in the dark as when they arrived. They remained in 
the dark until after the Geneva Conference was concluded and the State Depart- 
ment made its announcement of the results. 

To this day, the industry has not been given the faintest idea of what con- 
siderations persuaded the American negotiators to make the concessions they did. 

Another disturbing factor in connection with the so-called hearing before the 
CRI was the presence in the hearing room of interested persons who were not 
in any way associated with the American rubber footwear industry. Among 
them our members recognized representatives of foreign manufacturers whose 
governments had asked that rubber footwear be negotiated at Geneva. Certainly 
their negotiators were given ample time to devise arguments to counter any 
objections our members had raised in the hearing to the granting of any conces- 
sions. Yet, when the United States negotiators went to Geneva they did not 
have any representatives of our industry nearby to advise them. 

On the one hand (our side) these negotiations are open to the public. On the 
other hand, the interested American industries have virtually no knowledge of 
what goes on, what is being asked of them, or what factors influence the final 
decisions. It is our understanding that other parties to these international con- 
ferences include active representatives of domestic business and industry in 
their delegations with full powers and privileges of delegates. 

This point is made not necessarily as a reflection on the abilities of the govern- 
mental representatives the United States sends to the conferences, but it is too 
much to expect that they would be as well equipped to determine how an industry 
would be affected by a tariff concession as would be officials of the industries 
concerned. 

Spokesmen for our industry in statements and appearances before several con- 
gressional hearings have stressed the point that the negotiation of tariffs through 
the present system is illogical, impractical, and often unfair. 

First. The CRI cannot, in the time allotted to it, fully equip itself with the 
facts it needs to arrive at a sound judgment on whether or not a concession will 
or will not harm an industry. 

Second. Under our most-favored-nation policy, a nation may be party to the 
negotiations and make no concessions at all to the United States and yet enjoy 
the reduced duties granted by our country. 

Third. In the round-robin type of negotiating practiced under the Reciprocal 
Trade Agreements Act and the officially unrecognized General Agreements on 
Tariffs and Trade, it is difficult, if not impossible, to know where the chips may 
fall. One nation, usually the United States, makes a concession to a second 
country to influence that country to make some other concession to a third nation. 
It is possible to have as many such involved deals as there are individual coun- 
tries at the bargaining table. In this kind of maneuvering the domestic interests 
have little chance to protect themselves. 
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Fourth. Normally a trade treaty is negotiated because one nation produces 
something it wants to sell and the second nation wants to buy it. The negotia- 
tors then know what they are talking about when they sit down. But in recent 
trade agreements conferences, blanket concessions have been made on general 
categories involving hundreds of items. The party asking the concession may 
know what he is talking about, and he may know what he is doing, but it is to 
be doubted that the United States delegates see the picture clearly. Certainly 
the American manufacturer or producer is in no position to defend himself. (See 
pp. 5 to 7 of exhibit B.) 

Fifth. When trade agreements are negotiated chiefly on the basis of inter- 
national diplomatic considerations, domestic industries cannot expect a fair deal. 

Probably the most serious criticism of the present foreign trade policy is that 
the authorities who make the decisions are too far removed from the people 
affected. They are not elected officers who must come before their constituents 
periodically to answer for their acts. They are actually offices, not officers. They 
are the nameless and faceless occupants of certain desks. They come and go, but 
they take up this tremendous power when they arrive and drop it when they 
leave. 

As a result the domestic industries which have problems with import competi- 
tion and the men and women who are employed by these industries have little 
faith in their negotiators and little hope that their interests will be given proper 
consideration. We in the rubber footwear industry have good reason for our 
lack of faith and hope. 

In 1954 the State Department announced the intention of our Government 
to negotiate trade agreements under the Reciprocal Trade Agreements Act with 
various nations in Geneva early the following year. Rubber-soled fabric footwear 
was on the list of the items to be negotiated. A few months earlier Congress had 
passed legislation, Public Law 479, to close a loophole in the tariff laws through 
which certain foreign-made rubber-soled fabric footwear was evading duty under 
the American selling price. 

Public Law 479 provided that negotiations should be carried on to modify or 
terminate any international obligation with which it was in conflict. From 
references in the announcement of the forthcoming trade agreements confer- 
ence, our members understod that rubber-soled fabric footwear was placed on the 
State Department list to comply with the provisions of Public Law 479 and not 
for the purpose of negotiating a reduction of duty. 

We filed a brief with the CRI setting forth our interpretation of the announce- 
ment. We were never advised that anyone on CRI disagreed, although we had 
informal assurances that our understanding was correct. 

We, of course, did not submit any facts or figures on what harm would result 
from a tariff cut on our product. We assumed Congress had expressed its will in 
Public Law 479 and that will would be respected by the United States negotiators. 

What happened? The duty on rubber-soled fabric footwear was cut from 35 
to 20 percent. 

We petitioned the President to withdraw the concession which had been im- 
properly negotiated. We carried on some futile correspondence with his office, 
but all we got for our effort was a file of letters from his staff attempting to 
justify the action taken at Geneva. The letters in exhibits C, D, E, and F of the 
appendix give the complete story. 

There is another area in which domestic producers may lose ground in their 
battle with importations. That is in the field of administration of the tariff 
laws by the Bureau of Customs and the Treasury Department. 

From time to time the Bureau is called upon to interpret these laws to cover 
new products or new situations. Sometimes these issues are brought in good 
faith, and sometimes they arise because an importer uses a device or trick to 
circumvent the law and obtain a lower duty. We cannot deny that this is the 
importer’s privilege under the law and in many cases it would be grossly unfair to 
rule against him. 

But where there is a twilight zone of uncertainty as to where justice lies, we 
feel the domestic producer should be given the benefit of the doubt. The United 
States has not for a long time imposed duties except for the protection of domestic 
interests. It would seem to follow, therefore, that it was the intention of Con- 
gress that the domestic producers should not be deprived of this protection unless 
the case against him is clear cut. 

Twice within the past few years the rubber footwear industry has been victim 
of a device used by an importer to bring in competitive shoes without paying 
the normal duty. 
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The first time, he inserted a strip of leather between the outsole and the inner- 
sole and claimed this leather was the component of the sole in chief value. Except 
for this piece of leather, the imported shoe was similar in construction to the 
American-made product. The leather served no purpose except to gain the 
lower duty. Our industry contended that this leather was not truly a part of 
the sole as referred to in the Tariff Act. No explicit court decision had been 
handed down on this point. Yet a ruling was made favoring the importer. To 
close the loophole, Congress enacted legislation which became Public Law 479. 
This legislation redefined the sole for purposes of the Tariff Act. 

So the importer then had rubber-soled fabric-upper footwear made, using 
leather in various parts of the upper. This device did not change the character 
of the shoe, but it was successful in taking the shoe out of the American selling 
price category because it was held to have an upper in chief value of leather. 

Our members realize that in this istance the circumstances were different and 
the Treasury Department may have had technical justification for ruling in 
favor of the importer. They feel, however, that there should be some way to 
protect domestic industries from injury through the use of such obvious subter- 
fuges to evade the normal duties. 

We wish to direct your attention also to the many acts of Congress which have 
placed domestic industry and commerce under certain controls—particularly 
those covering minimum wages in industry. Importers are not subject to these 
regulations, which gives them tremendous advantages over American manufac- 
turers of like products in the American markets. 

We contend that these factors should be given full consideration in the admin- 
istration of the trade-agreements acts and the tariffs and customs laws. 

We conclude with the earnest petition we have made before—restore the 
authority over tariffs and trade to the place where the responsibility still lies— 
the Congress of the United States. 


ExHIBIT A 
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Exuisit B 


STATEMENT ON BEHALF OF THE FOOTWEAR DIVISION, RUBBER MANUFACTURERS 
ASSOCIATION 


My name is Cornelius P. McFadden. I am chairman of the footwear division of 
the Rubber Manufacturers Association, Inc., with headquarters in New York 
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City. My appearance here is in behalf of, and with the approval of, the footwear 
division of our association. This division is composed of American manufac- 
turers of waterproof rubber and rubber-soled fabric-upper footwear who produce 
more than 90 percent of such footwear made in this country. 

This industry, which is over 100 years old, presently employs upward of 25,000 
production workers. Its products are health building or health protective. We 
feel that we are not only an important American industry, but also an industry 
essential to the welfare of the United States. In this view, we were supported 
during World War II by the Government which allocated critically scare rubber 
to this industry so that it might make rubber footwear for the essential needs 
of the public. In addition, during this period the industry made more than 45 
million pairs of rubber footwear for the military services. Today, millions of 
pairs are produced annually for the Armed Forces and for the Veterans’ 
Administration. 

We, therefore, have an obligation to our country to oppose with all our efforts 
anything that may threaten the well-being of the industry we represent. With 
all our energies we so oppose the bill now under your consideration—H. R. 5550. 

We oppose H. R. 5550 because we are convinced that it is a dangerous bill; 
that it would expose American industry and American workingmen, and ulti- 
mately the American public, to serious danger; and because we know that the 
rubber footwear industry is most vulnerable to the harm that would follow the 
passage of this measure. 

The Organization for Trade Cooperation which H. R. 5550 proposes that the 
United States adopt and support is the head of the camel—and the camel is the 
General Agreement on Tariffs and Trade. Just what GATT is and what it 
can and might do are somewhat obscure. Through the haze that surrounds 
GATT we can see two things clearly: 

(1) GATT’S primary aim is the elimination of tariffs and other protections 
which it is the duty of the Congress to provide for domestic industry and the 
workingmen and women whose livelihood is dependent on this domestic industry. 

(2) To accept GATT, Congress must surrender authority in the economic 
affairs of our Nation. 

On these two points we stand in opposition to the passage of the bill you 
now are considering. 

We feel that many American industries—rubber footwear among them—need 
tariffs to enable them to compete even in the American market with the products 
of low-wage counfries. How can competition be fair if one manufacturer has a 
wage scale from 3 to 20 times that of his competitor? 

Our industry has seen the handwriting on the wall. We have lost our export 
markets which were a substantial part of our production. Unless our Govern- 
ment is prepared to recognize the facts of economie life, we face the fate that 
has befallen the rubber footwear industry in Canada—loss of the domestic 
market. Attached to this statement for your information is a reproduction of 
two newspaper clippings. One, from the Footwear News, of February 17, 1956, 
earries the headline: “Canada Rubber Group Sees Imports Forcing Industry Out 
of Business.” The story reports the action of the rubber footwear manufacturers 
of Canada who petitioned their own government to stop the flow of imports from 
low-wage producing countries. 

The other clipping from the Akron Beacon Journal, of February 1, 1956. This 
article states that one of the large rubber manufacturing companies is suspending 
its manufacture of rubber footwear in Canada because of the competition from 
imported footwear “chiefly made in Hong Kong at coolie wage levels.” These 
are ominous signposts along the road of unrealistic trade negotiations. 

This brings us to the second point on which we have some clarity abont GATT. 

When Congress adopted the reciprocal trade program, authority over matters 
of international trade was handed over by Congress to the administrative 
branch. From then on decisions on vital questions of tariffs and trade were 
made by persons unknown to the public, by persons on whose fitness the citizens 
of the country never have the opportunity to pass judgment. Furthermore, and 
more important, these faceless persons are insulated by a bureaucratic maze 
from the neorle who are affected hy their decisions. 

GATT would transfer this authority over tariffs and trade to an even more 
remote plateau—an international organization which proposes to take over all 
the economic problems of the world. With such a tremendous task on its hands, 
we doubt that GATT would be much concerned over the fate of some 25,000 
persons employed in the rubher footwear industry. 

A little more than a year ago I apneared here, speaking for the rubber footwear 
industry in opposition to H. R. 1. I said then: 
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“* * * we urge that Congress regain and retain its authority over tariffs 
and trade. Keep it here where the issues can be openly discussed and where 
the final decisions will be made by the persons duly elected to make such deci- 
sions, and by the persons directly responsible to the citizens of our country who 
are affected by such decisions.” 

Congress may slough off its authority, but it cannot rid itself of the respon- 
sibility. Those of us who find themselves injured or threatened with injury, 
must look to Congress for relief. But regardless of how sympathetic Congress 
may be, can it give any effective assistance, if it already has surrendered its 
authority to an international group? 

Congress has never been asked to approve GATT. OTC is an offspring of 
GATT, and if Congress recognizes and embraces OTC, this action will be taken 
as recognition and approval of GATT. Here is a most unique situation in which 
the child is trying to give birth to the parent. 

If Congress is wary of GATT—and it must be because it has made clear in 
extensions of the Reciprocal Trade Agreements Act that approval of these meas- 
ures was not to be construed as approval of GATT—if Congress is wary of 
GATT, why should it take a chance on GATT’s offspring? 

GATT and OTC have won numerous supporters, but we are fearful that many 
of these supporters have not read beyond the section that sets forth the 
announced purposes of these instruments. Many who speak favorably for GATT 
and OTC have been exposed to a well-planned propaganda campaign aimed to 
sell these goods strictly on the label of their good intentions. 

We, though opposing GATT and OTC, enthusiastically agree with the aims 
set forth in the announced purposes of these programs. We make no pretense 
of fully understanding what GATT is, but we have enough knowledge to realize 
that it does not offer a safe and sure road to attainment of its high purposes. 
Judging from results so far, we feel that GATT is going in the opposite direction. 

Although Congress had not put its stamp of approval on GATT, trade-agree- 
ment negotiations for the past several years have been carried on by the United 
States under GATT procedures. So there is history to support our contention 
that it is unrealistic, impractical, and sometimes downright unfair to operate 
under the GATT system. 

For example: In November 1954 the State Department announced that a 
Trade Agreements Conference would be held in Geneva early in 1955. The 
Department published a list of items on which it was contemplating negotiating 
trade agreements with Japan. 

On this list appeared the following: 

“1537 (b). Manufacturers of india rubber or guttapercha, or of which these 
substances or either of them is the component material of chief value, not 
specifically provided for (including boots, shoes, or other footwear, wholly or 
in chief value of india rubber), except the following: 

Bougies, catheters, drains, sondes, and other urological instruments: gloves: 
gaskets, packing, and valves; golf-ball centers or cores, wound or unwound; 
nursing nipples or pacifiers; tires wholly or in chief value of india rubber; 
heels and soles for footwear wholly or in chief value of india rubber; hose and 
tubing; and other articles (not including automobile, bicycle, or motorcycle 
tires), wholly or in chief value of guttapercha only.” 

This embraces thousands and thousands of rubber products. Only a handful 
are excepted. Does such an announcement give proper and adequate notice to 
interested persons as to what the negotiations are all about? How can the 
hundreds of rubber manufacturers have the faintest idea of what mav befall 
them in such conferences? How can they defend themselves? How can the 
Committee for Reciprocity Information make an adequate investigation so that 
the American negotiators will go to the conferences with full information 
needed to protect American interests? The United States manufacturers and 
their employees, whose fate rests with the American delegates to these confer- 
ences, are completely in the dark as to the considerations that determine the 
final decisions; and the negotiators cannot possibly be fully enlightened on the 
conditions within the various industries that should guide their thinking. 

: Let’s see what happened in Geneva, in 1955, with reference to the products 
listed under paragraph 1537 (b): 

“Rubber and guttapercha manufacturers, n. s. p. f.: ‘Other’ tires of gutta- 
percha cut from 25 to 12% percent; ‘Other’ druggists’ sundries of soft rubber cut 
from 25 to 12% percent ; ‘Other’ soft-rubber manufacturers cut from 25 to 121% 
percent. 








1666 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


Months after these negotiations were completed various American rubber 
manufacturers suddenly discovered they were losing sales on many items to im- 
ported goods. They had not been aware that the Government had contemplated 
cutting duty on these items. 

For instance, latex foam-rubber products invaded the American market from 
Great Britain and Western Europe—under the reduced duty. 

But the negotiations had been carried on with Japan. Japan was not a factor 
in the latex foam-rubber field before or during the Geneva conferences. Japan 
is not a factor today. Great Britain, Germany, Belgium, and France had been 
important in this field. But not Japan. 

Under the Reciprocal Trade Agreements Act negotiations for tarff adjustments 
are supposed to be carried on with the country which is the principal importer 
into the United States. 

American manufacturers who relied on that regulation are the sorrier today. 

Let’s have another example of the unrealistic manner in which we have been 
negotiating trade agreements. 

A few years before World War II broke out in Europe, imports of catheters 
and surgical tubing began to flood the country. These goods, made by cheap 
labor in France, Italy, and Germany, drove American producers from a large 
part of the American market. The domestic manufacturers drastically curtailed 
production, and I believe some went out of this phase of the rubber business 
entirely. 

With the war, these essential items had to be made available to the American 
public and the American military services. Later, as a matter of fact, we had 
to supply our allies. So, when our European sources were cut off, the Govern- 
ment prevailed upon American manufacturers to expand their production of 
these items. 

Then, after the war, when Western Europe got back on its feet, catheters and 
rubber surgical tubing started to come into the United States from abroad. 
Within the past year, American manufacturers lost all major Government con- 
tracts on these items because they were underbid by importers from 10 to 35 
percent. 

So what happens? Catheters and rubber surgical tubing are listed among 
other rubber items to be negotiated for further tariff cuts at the current Geneva 
Conference. 

The few manufacturers of these products are not certain they will be nego- 
tiated. That is kept a deep secret until the deed is done. But when they were 
notified that they were on the list, they took the position that the Government 
should know that it persuaded them to expand their facilities in a field that had 
been virtually lost to foreign competition ; the Government should know that in 
an emergency this industry is needed, and that this industry cannot exist with- 
out adequate tariff protection. 

These examples show why we fear such agencies as OTC and GATT. If the 
present administration’s policy on tariffs continues, we see the eventual dissolu- 
tion of the rubber-footwear industry in the United States. 

Your committee should realize what this means. Briefly: 

Loss of an industry that was vitally needed in time of war emergencies. 

Loss of this industry’s research experience and facilities, which are continuously 
employed on development of protective footwear for the armed services. 

Loss of jobs for more than 25,000 American men and women. 

Loss of the skills that these men and women have acquired through years 
of experience. 


MEMBERS OF THE RUBBER FOOTWEAR DIVISION, THE RUBBER MANUFACTURERS 
ASSOCIATION, INC. 


Bata Shoe Co., Inc., Beleamp, Md. Hood Rubber Co., Watertown, Mass., 
Bristol Manufacturing Corp., Bristol, division of B. F. Goodrich Co. 

RI. ‘ La Crosse Rubber Mills Co., La Crosse, 
Cambridge Rubber Co., Cambridge, Wis. 





Mass. 

Converse Rubber Co., Malden, Mass. 

Endicott Johnson Corp., Johnson City, 
IN. 

Goodyear Footwear Corp., Providence, 
ae. 5: 

Goodyear Rubber Co., Middletown, 
Conn. 


Mishawaka Rubber & Woolen Manufac- 
turing Co., Mishawaka, Ind. 

Servus Rubber Co., Rock Island, Il. 

Tingley Rubber Co., Rahway, N. J. 

Tyer Rubber Co., Andover, Mass. 

United States Rubber Co., New York, 
N. Y. 
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[From the Footwear News, February 17, 1956] 
CANADA RUBBER Group SEES ImMPorTs Forcine INDUSTRY OUT oF BUSINESS 
(By Chaim Newman) 


Toronto, February 16.—The possibility that Canadian rubber-footwear manu- 
facturers may be forced completely out of business was emphasized in a brief 
presented here to the Royal Commission on Canada’s Economic Prospects by the 
Rubber Association of Canada. 

Represented by Gregory I. Smith, the association secretary and manager, R. 
Cc. Berkinshaw, president, Goodyear Tire & Rubber Co. of Canada, Ltd., New 
Toronto, Ontario, and C. C. Thackrey, president, Dominion Rubber Co., Ltd., 
Montreal, the industry here called for Goverment action to stem the flow of “im- 
ported shoes which continue to flood the country at an increasing rate.” 

It was the footwear section which had been much harder hit by foreign compe- 
tition than other divisions of the rubber industry in Canada, the brief said. It 
continued : 


HONG KONG STEPS UP EXPORTS 


Because Hong Kong had stepped up its exports of canvas shoes with rubber 
soles to “alarming proportions,” the Canadian industry might not survive in the 
competitive struggle without some measure of safeguard. 

Imports of canvas shoes with rubber soles were up from $36,000 in 1937 to 
$492,000 in 1954 and $1,020,000 in the first 8 months of 1955. Imports of boots 
and shoes of rubber, n. o. p., increased from $101,000 in 1937 to $781,000 in the 
first 8 months of 1955. 

The brief pointed out that Hong Kong rubber-footwear manufacturers em- 
ploying 6-cent-an-hour labor and aided by a depreciated currency, could land 
rubber footwear in Canada, duty paid, at about one-half the cost of comparable 
footwear made by Canadian workers earning $1.45 an hour. 

As a direct result of such competition in markets abroad, Canadian exports 
of rubber footwear have been driven down from 6 million pairs in 1947 to 72,000 
pairs in 1954. 

Imports of rubber-canvas footwear into Canada increased from 2,000 pairs in 
1949 to approximately 2,250,000 pairs in 1955, equal to more than 50 percent of 
the total Canadian market. Meanwhile, imports of waterproof rubber footwear 
increased more slowly, from 91,000 pairs in 1949 to 625,000 pairs in 1954. In 1955, 
however. the rate of increase had accelerated and it was estimated that imports 
for the full year reached seme 1,250,000 pairs. or about 10 percent of the total 
Canadian market, compared with 5 percent in 1954. 

The combined effect of loss of export trade and loss of domestic business had 
forced Canadian production down from 24 million pairs in 1947 to 12 million in 
1954. 

The brief urged an immediate and detailed study of Canadian foreign-trade 
policy and the establishment of a department of economics headed by a Cabinet 
Minister to deal with existing and future economic pressures. 

The association also urged that there were now sound economic reasons for 
liberalizing and relaxing the anticombines law in Canada. 








[From the Akron Beacon Journal, February 1, 1956] 
No More Ruspser FoorwEAR—CHEAP IMporTS Kirt BFG ITEM IN CANADA 


Imported rubber footwear made by iow-cost labor is forcing B. F. Goodrich 
Canada, Ltd., out of the rubber footwear business after 30 years, President Ira 
G. Needles announced today. 

The firm, a division of B. F. Goodrich Co., will suspend these operations as soon 
as present inventories are sold, he added. The plant is located in Kitchener, 
Ontario. 

Rubber-soled canvas shoes, chiefly made in Hong Kong at coolie wage levels, 
which have been dumped on the Canadian market, have drained away more than 
half of the domestic demand, Needles added. 

Waterproof rubber footwear imports is following the same trend. During the 
first 9 months of 1955, they increased 126 percent over the same period in 1954. 

“The unrealistic competition and the failure of the Government to stem the 
flood of imports has caused us to discontinue the marketing of our rubber-soled 
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canvas footwear as soon as orders on hand are filled and our ample stocks are 
sold,”’ Needles declared. 

“We will continue to market our plastic footwear and will study the possi- 
bilities of producing additional plastic items,” he said. 

Repeated requests have been made to the Canadian Government to use import 
quotas or some other means to protect the Canadian footwear industry, Needles 
said. Employment has dropped from 7,500 to 4,500. Apparently the Government 
considers this industry expendable, he said. 


Exuisit C 


THE RUBBER MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., July 1, 1955. 
To the Members of the Rubber Footwear Division: 


GENTLEMEN : Reproduced below is the letter which I sent to President Eisen- 
hower as directed by the membership at the meeting in Wianno. Although you 
have in your files a copy of the brief we sent to the CRI we are enclosing another 
copy for your convenience. 

“DEAR MR. PRESIDENT: We respectfully petition you to withdraw the conces- 
sion granted at the recent Geneva conference by which the duty on rubber-soled 
fabric footwear was reduced from 35 to 20 percent. We feel this tariff reduction 
was improperly made and, to permit it to become effective would be an injustice 
to the men and women employed in the rubber-footwear industry, to its manage- 
ment personnel, and its investors. 

“The record will show that this industry was not given an opportunity to 
express its views on the proposal to reduce the import duty on rubber-soled fabric 
footwear. In fact, the record will show the industry believed that this product 
would not be subject to a duty cut at the conference. 

“In our statement to the Committee for Reciprocity Information, copy of which 
is enclosed, we notified the committee of our understanding to that effect. 

“We were never put on notice that the committee did not agree with our view. 

“Therefore, we urge you to exercise the authority vested in your office to with- 
draw this concession.” 

Very truly yours, 
C. P. McFAppen, 
Chairman, Rubber Footwear Division. 


ExuHIsit D 


DEPARTMENT OF STATE, 
Washington, July 28, 1955. 
Mr. C. P. McFappen, 
Chairman, Rubber Footwear Division, 
Rubber Manufacturers Association, Inc., New York, N. Y. 

Dear Mr. McFappen: Dr. Hauge, administrative assistant to the President. 
has asked me to make further reply to your letter of July 1, 1955, requesting the 
President to withdraw the concession recently granted at Geneva by which the 
duty on rubber-soled fabric footwear would be reduced from 35 to 20 percent 
ad valorem, based on the American selling price. It is your contention that this 
tariff reduction was improperly made since the Committee for Reciprocity in- 
formation failed to point out the association the error in its understanding, set 
forth in the brief filed with the Committee, that such footwear would not be 
subject to a reduction in duty. 

As you undoubtedly must appreciate, a large number of the briefs and other 
material submitted to the Committee by members of the public with regard to 
the various items under consideration for possible concessions contain many 
statements which could not be assumed to be correct solely because they go un- 
challenged. While the Committee carefully studies all briefs submitted, it cannot 
undertake to comment on the validity of statements contained in such briefs 
and other material. 

In addition to modifying the definition of rubber-soled footwear so that certain 
additional footwear is made dutiable on the basis of American selling price, 
Public Law 479 specifically refers to possible future proclamations of the Presi- 
dent relating to such footwear, which might reasonably include new trade 
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agreement proclamations reducing the duty. On the other hand, the passage of 
Public Law 479 would in itself constitute no reason for listing any rubber-soled 
footwear in the public notice issued last November unless there were an intent 
to consider modifying the duty in trade-agreement negotiations. Moreover, the 
listing of the whole class of rubber-soled footwear, rather than the small sub- 
class to which the statute relates, would indicate clearly that the listing was 
for the same purpose as for other items in the list rather than in relation to the 
statute and without intention to modify the rate of duty. In fact the public 
notice specifically stated that the rate of duty on any item included on the list 
was subject to possible modification, and the purpose of the footnote was to 
make clear that any concession under paragraph 1530 (e) on footwear with soles 
wholly or in chief value of india rubber or substitutes for rubber might include 
the products which Public Law 479 was making dutiable under this classification. 

I regret that this misunderstanding occurred with respect to the listing of the 
footwear in question. I can assure you, however, that in determining whether 
a concession should be made on this product or any other, the agencies carefully 
studied all pertinent information with special concern for the avoidance of any 
concession which would cause or threaten serious injury to a domestic industry 
producing a like or directly competitive product. In addition, the concession 
on this product, as was true with regard to every concession made by the United 
States during the recent negotiations at Geneva, did not breach the peril point 
determined in accordance with the appropriate statute following investigation by 
the Tariff Commission. Moreover, should there be reason to believe at any time 
that serious injury might be occurring as a result of increased imports under 
the concession, an escape-clause investigation could be requested by the domestic 
industry affected in accordance with section 7 of the Trade Agreements Extension 
Act of 1951. 

Sincerely yours, 
Samuer C. WAvaH, 
Assistant Secretary. 


Exursir EB 


MEMORANDUM FROM JOHN G. LERCH COMMENTING ON Mr. WavuGuH’s LETTER oF 
JULY 28, 1955 
AveGust 5, 1955. 
In Assistant Secretary of the Treasury Waugh’s letter of July 28, 1955, appears 
the following: 

“On the other hand, the passage of Public Law 479 would in itself constitute 
no reason for listing any rubber-soled footwear in the public notice issued last 
November unless there were an intent to consider modifying the duty in 
trade-agreement negotiations.” 

That listing appeared in the following language: 


“1530. (e) Boots, shoes, or other footwear * * * the uppers of which are 


composed wholly or in chief value of wool, cotton, * * *: 
“With soles wholly or in chief value of india rubber or substitutes for 


rubber.”’? 


The language in the listing, without the footnote 1, would cover all footwear 
with canvas uppers and soles wholly or in chief value of india rubber, including 
those provided for in Public Law 479. However, the gratuitous footnote was 
added using the language “listed subject to amendment of paragraph 1530 (e). 

* * by Public Law 479 * * *,” thereby indicating that the wishes of Congress, 
expressed in a special statute enacted but a few months prior to the publication 
of the list of items to be negotiated, fixing the classification and rate of duty 
on the footwear the subject of the statute. would-be respected by the State 
Department. To the businessman here can be no other construction placed on 
this language, since it is inconceivable that the State Department would within 
a few months, through trade-agreement concession, in effect repeal a special 
act of Congress. This conclusion squares exactly with the explanation appear- 
ing on page 124 of the Analysis of Protocol for Accession of Japan and Analysis 
of Renegotiations of Certain Tariff Concessions published by the State Depart- 
ment, publication 5881, CPS 150, released June 1955. 


? Listed subject to amendment of par. 1530 (e), Tariff Act of 1930, by Public Law 479, 
83d Cong., approved July 8, 1954. 


83979—56—pt. 3——-28 
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In the explanation cited, the State Department admits it was the intention 
of Public Law 479 to restore the 35 percent rate on American selling price to the 
rubber-soled canvas upper shoes provided for therein. Assistant Secretary 
Waugh would seem to indicate that the footnote was placed in the list of items 
to be negotiated to convey just the opposite impression. We have great diffi- 
culty in reconciling the language of page 124 and its compensatory concessions 
to the Netherlands on renegotiation with the accompanying reduction of duty 
on the items provided for in Public Law 479. 

The rest of the Assistant Secretary’s letter is devoted to calling attention to 
the remedies open to the industry, which can only be successfully invoked after 
an increase in imports has resulted from a concession granted and a substantial 
injury has been suffered by our industry. We do not believe that this is a 
logical conclusion to be drawn from the facts as we have related them above. 


J. G. Lercu. 


ExnuHrsit F 
Aveust 15, 1955. 
Hon. Dr. GABRIEL HAUGE, 
Administrative Assistant to the President, 
The White House, Washington, D.C. 


Dear Dr. HAvuGE: We have received a letter dated July 28, 1955, from Assistant 
Secretary of State Waugh, which is in response to our July 1 letter to the Presi- 
dent requesting the withdrawal of the tariff concession on rubber-soled fabric 
shoes granted to Japan at the Geneva Conference. This communication from 
the Assistant Secretary is not an answer to our petition, but an attempt to justify 
the action to which we raised objection. 

It is not our wish to engage in a controversy with Mr. Waugh, but, so that our 
position may be fully understood, we must add to the record some pertinent facts 
not referred to by the Assistant Secretary. We will do this in supporting the 
following statements: 

Item 1. Mr. Waugh is neither accurate nor fair when he says it is our conten- 
tion that the tariff cut was made improperly because the Committee for Reciproc- 
ity Information “failed to point out to us” our “error” in assuming that this type 
of footwear was not to be negotiated for a downward revision of duty. 

Item 2. No proper or adequate investigation was made to determine a peril 
point on rubber-soled fabric footwear, and Mr. Waugh’s reference to such an 
investigation in the final paragraph of his letter comes as a complete surprise 
to the industry most vitally concerned. 


Item 1 


Our contention that the duty cut was improper was not based on such a nega- 
tive point as Mr. Waugh infers. We stood, when we filed our brief, and we stand 
now on the very language of the announcement of the intention to negotiate trade 
agreements which is contained in “Department of State, Publication 5653, Com- 
mercial Policy Series 145.” 

In the last paragraph of the first page of the announcement there appears the 
following: 

“As indicated in the announcement, the United States also proposes to take 
advantage of the oceasion of these tariff negotiations to carry out four renegotia- 
tions arising out of various United States actions. In two cases there was en- 
acted legislation calling for the modification of certain trade-agreement obliga- 
tions by an upward adjustment of import duties for commodities affected by 
exceptional developments. The laws in question are Public Law 689 on fishsticks 
and Public Law 479 on certain rubber-soled shoes.” 

Note in the second sentence the words “upward adjustment of import duties.” 

Further in the public notice is an announcement signed by Chairman Corse, 
of the Interdepartmental Committee on Trade Agreements. In the third para- 
graph of this announcement there is the following: 

“* * * Negotiations are contemplated looking to such modification of trade 
agreement obligations as may be necessary in view of the enactment of Public 
Law 457 * * *.” 

By passing Public Law 479 Congress expressed its opinion that import duties 
on this type of footwear should be 35 percent ad valorem based on the American 
selling price. Written into Public Law 479 is a provision that it shall become 
effective on a date to be specified by the President “following such negotiations 
as may be necessary to effect a modification or termination of any international 





obli 

U 
Pre 
to { 
that 
red 

Cc 
int 
foo' 


CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1671 


obligations of the United States with which the amendment might conflict. * * *” 

Under the authority given over by Congress to the President by which the 
President is permitted to negotiate trade agreements, the President is required 
to give notice of his intention to negotiate such treaties and list the items 
that are to be affected. This applies, not only when the President contemplates 
reducing a tariff, but also when he contemplates increasing a tariff. 

Consequently, after careful analysis of the official announcement contained 
in the State Department Publication 5653, we concluded that rubber-soled fabric 
footwear was listed to enable the President to make the “upward adjustment 
of import duties” referred to in the announcement. 

We did not rely entirely on our own judgment. We consulted qualified tariff 
counsel who interpreted the language of the announcement as we did. 

Furthermore, tariff counsel, in telephone conversations with responsible offi- 
cials within the framework of the Committee for Reciprocity Information and 
the interdepartmental committee, was given confirmation of his interpretation. 

When we advised the President in our letter of July 1 that the Committee 
for Reciprocity Information never informed us that they disagreed with our 
interpretation, we did not mean to imply that we rested our case on this omission. 
We merely wanted to emphasize one of the major weaknesses in the present 
system of negotiating trade,agreements. We have repeatedly told Congress in 
public hearings that under the reciprocal trade program, trade agreements 
are negotiated by persons who are too far removed from the affected industries 
to adequately protect their interests ; or they are too disinterested in the welfare 
of these industries to afford them the protection to which they are entitled. 


Item 2 


In this connection we ask: “Who arrived at the peril point Mr. Waugh refers 
to: and how did he arrive at it?” 

If any investigation was made, it was made entirely without the knowledge 
of the people most critically interested. No member of the rubber footwear 
industry was consulted. Then how could investigators get the facts so essen- 
tial to determining a peril point? What opportunity was given the affected 
industry to question the accuracy of the investigation or challenge its conclusions? 

We assert that a peril point investigation kept secret from the industry con- 
cerned could not be a sound basis for trade agreement negotiations. We assert 
it is most unfair, and could hardly be accurate. We charge further that such 
an investigation is highly improper and not in keeping with the responsibility and 
authority delegated by Congress to those negotiators who represent our country 
in trade agreement conferences. 

For your further information we are enclosing a copy of a memorandum from 
our tariff counsel, Mr. John G. Lerch, commenting on Mr. Waugh’s letter. 

We trust that your full investigation of this situation will convince you that 
the action we requested of the President is warranted, and that you will recom- 
mend he take such action to protect our industry, its employees and its investors. 

We respectfully request from you an acknowledgment of this letter so that we 
will be sure that you have the full record. We stand ready to substantiate the 


statements we have made herein, and to give you any further information you 
may require. 


Very truly yours, 


C. P. McFappen, 
Chairman, Footwear Division. 


ExHrsit G 


WaGE COMPARISON 


During 1954, in connection with our study of the impact of imported rubber 
footwear from Hong Kong on the Canadian rubber footwear industry, we obtained 
unofficial but authoritative data on the wage scales in the Hong Kong rubber 
footwear industry. A comparison with the then going rates of pay in the American 
rubber footwear industry is convincing proof that, without tariff protection, the 
domestic industry cannot hope to compete with imports. 
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Average hourly wage rates 
Hong Kong: 
Women 


United States: - 
Women... ws Ae Cee a Ae. se 
Men 


The Hong Kong rates shown were the top rates. The starting wages were: 
Women, $0.04; men, $0.06. 

These were the basic wages for a 9-hour day and a 7-day week. The com- 
pared American wages are Straight-time rates and do not include fringe benefits. 

Definite information on the wage rates in Japan is not available to us, but it 
can be assumed that they would not be substantially different from Hong Kong. 


RUBBER FOOTWEAR—A VITAL AMERICAN INDUSTRY 
INTRODUCTION 
A LETTER TO THE CHAIRMAN, COMMISSION ON FOREIGN ECONOMIC POLICY 


THE RUBBER MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., December 14, 1953. 
Mr. CLARENCE B. RANDALL, 
Chairman, Commission on Foreign Economic Policy, 
Washington, D.C. 


Dear Mr. RANDALL: Your Commission has been appointed to review this 
Nation’s foreign trade policies and to make recommendations to the President 
and Congress for revision of those policies. In making your report, we trust 
that you will keep in mind that many important—and even essential—domestic 
industries must have tariff protection to survive. 

The immediate appeal of the slogan “Trade not Aid” has thrown tariffs out of 
true focus in the international trade picture. Many persons—including some in 
high places—appear to be convinced that existing international economic ills 
can be cured simply by opening the United States markets to imports. They 
endorse the theory that if the United States abolishes all tariffs every country— 
including the United States—will enjoy fabulous prosperity. 

Anyone who tries to place tariffs properly in the picture opens himself to bitter 
criticism as to his humanity, his intelligence and even his patriotism. If he is in 
business, he is accused of being too cowardly to face foreign competition or too 
inefficient to meet it. 

American manufacturers of rubber footwear cannot justly be criticized on any 
of these points, yet they strongly favor a tariff on imported goods that compete 
with their products. They favor free enterprise and free competition ; but insist 
that before competition can be free it must be fair. They have no fear that 
foreign producers will outpoint them in efficiency or industry. 

They urge that tariffs be continued on imported competitive rubber footwear 
solely on the basis that such tariffs are necessary to assure fair competition. 
Tariffs are the best method to compensate for the gap in labor rates here and 
abroad. Without such compensation, American manufacturers cannot compete 
on fair terms with manufacturers in other lands. 

It is folly to encourage the importation of any goods into this country if they 
merely replace the production of an American worker. 

It is foolhardy to pursue such a course with goods that are essential to the 
national welfare and the national security of the United States. 

American rubber footwear manufacturers, employing American workers at 
American wages, are equipped and ready to supply—and actually are supplying— 
the full needs of the American people for these products. 

Rubber footwear is essential to the national welfare and the national security 
of our country. 

Serving the Nation, as it does, the American rubber footwear industry justifi- 
ably expects from its Government assurance that it will always have the opportu- 
nity to compete freely and fairly in its own home markets. 
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The place this industry oceupies in the American economy is outlined in our 
booklet—Rubber Footwear, a Vital American Industry—which we would like 
to have made part of the record. 

Very truly yours, 

EXEcuUTIVE COMMITTEE, FoorwEar DIvIsIon. 
Cuas. H. BaKer, GoopvEaR FoorweEar Corp. 
J. S. Barriz, Hoop Rupser Co. DIVISION, 
B. F. Goopricu Co. 

C. J. NOONAN, UNITED States RuBBER Co. 

C. P. McFappEN, RUBBER MANUFACTURERS 

ASSOCIATION, INC., Chairman. 


BACKGROUND OF THE RUBBER FOOTWEAR INDUSTRY 
A UNIQUELY AMERICAN INDUSTRY 


Historians report that the savage Amazonians made a crude shoe out of milk 
of the rubber tree long before civilization heard about rubber. More than a 
century ago—before Charles Goodyear discovered “vulcanization” in 1889—a 
type of rubber footwear was made both in England and in the United States, but 
this product was only slightly less crude than the shoe of the South American 
aborigine. 

The development of rubber footwear as a commercial item and as a practical 
item of wearing apparel occurred in the United States more than a hundred 
years ago. It is generally accepted that today’s important rubber footwear 
industry had its beginnings about 1843. 

Founded as an American industry, it never lost its identity as an American 
development. American manufacturers maintained leadership in design, style, 
and quality ; and in efficiency of manufacture and methods of distribution. 

Whatever improvements have occurred in rubber footwear and rubber-soled 
fabric footwear in other countries have been made by copying American products, 

In the pattern of other large American industries, the rubber footwear industry 
grew on the successes and the failures of scores of small companies. Today 
there are 31 companies manufacturing some type of rubber footwear. Some are 
large and some are small. Production is spread over nearly 50 plants located in 
13 States—California, Connecticut, Illinois, Indiana, Maryland, Massachusetts, 
New Jersey, New York, Ohio, Pennsylvania, Rhode Island, Tennessee, and 
Wisconsin. 

While there is some seasonal fluctuation in employment, the industry for the 
past several years has provided steady work for upward of 22,000 production 
workers, both men and women. 

The amount paid in factory wages and salaries represents over 50 percent of 
the total factory costs. 

Beyond the more than 22,000 men and women employed in the actual making 
of rubber footwear are thousands and thousands of American workers employed 
in a wide variety of American industries which supply materials and services to 
the rubber footwear industry. These are in such fields as cotton and other 
textiles, paper, chemicals, aluminum, and other hardware, machinery, and 
transportation. 

The industry’s average annual production is more than 75 million pairs of 
waterproof rubber footwear and rubber-soled fabric footwear. 

The total manufacturers’ sales figure has been running above the $200 million 
mark annually. 


DISTRIBUTION AND SERVICES—31 COMPANIES, 50 PLANTS, 13 STaTes, 22,000 
EMPLOYEES 


Rubber footwear is distributed generally through jobbers or branch outlets, 
although substantial sales are made directly to large retailers, chain and mail- 
order houses. 

Both phases of this industry are highly seasonal. Waterproof footwear is sold 
to the consumer principally in the fall and winter, and rubber-soled fabric foot- 
wear, in the spring and summer. As a result, production of each type is 
begun for the next season before the current retail selling season is ended. 
For example, waterproof rubber footwear starts on the production line in Febru- 
ary to reach the consumer’s feet the following fall or winter. This makes pro- 
duction scheduling and inventory building a hazardous undertaking. 
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Because of the notorious uncertainty of the weather, manufacturers, to prop- 
erly serve their customers and the public, must allow for adequate inventories 
to meet unusual demands resulting from unusual weather conditions. 

This problem is further complicated by the fact that dozens of different types 
of rubber footwear, especially waterproof, are required to serve the American 
consumer, and these are extended into hundreds of lasts and styles, and thou- 
sands of genders and sizes. 

Long before the caterpillar reveals the width of his girdle or the most daring 
prophet predicts the kind of weather that lies ahead, the rubber-footwear maniu- 
facturer has to make his gamble on an open or hard winter, a dry or a wet sum- 
mer. He must be prepared to supply his customers’ and the public’s needs for 
foot protection regardless of the whims of the elements. 


WHo NEEDs RUBBER FOOTWEAR? 


Vhen the record breaking snowstorm hit New York City in 1947 
an embargo was placed on the movement of goods into the city. 
Only essential supplies were permitted to be shipped in until routes 
could be opened through the snowdrifts. Waterproof rubber foot- 
Wear was on the list of essential items. 


Rubber footwear is necessary to fight off the common cold—the Nation’s Nw. 
1 disease—by keeping feet warm and dry in cold, rainy, or snowy weather. 

Millions of wage earners have to get to their jobs regardless of the weather. 
When it is wet underfoot they must have rubbers, gaiters, boots, or galoshrs. 
These are the customers for most of the waterproof rubber footwear made. 

Beyond these are more millions who wear waterproof rubber footwear when st 
work. Many of them have to wear such footwear regardless of the weather or 
the season. Among the latter are commercial fishermen, seamen, workers en- 
gaged in processing meat and other foodstuffs, miners, dairymen, industria! 
workers who are required to perform their tasks in wet surroundings, construc- 
tion workers, chemical workers, and cold-storage-plant workers. A few of the 
other groups who must have the protection of rubber footwear many days in the 
year are lumbermen, foresters, firemen, policemen, plant guards, linemen, elec- 
trical and telephone crews, mail carriers, newsboys, railroaders, truckers, and 
virtually all who work outdoors—and especially farmers. 

The rubber-footwear industry has developed many special types of rubber 
footwear to meet particular requirements of workers in industry and agriculture. 

Rubber-soled fabric footwear is worn generally for body-building exercises and 
for recreation outdoors when the weather is fair but indoors all through the 
year. Most schoolchildren and college students are required to have such foot 
wear for gymnasium classes. But millions of persons, chiefly boys and girls, wear 
rubber-soled fabric shoes for everyday use many months in the year. 

The military normally purchases hundreds of thousands of pairs for training 
purposes. 

RUBBER FOOTWEAR IN DEFENSE 


During World War II the Nation’s natural-rubber supply was cut off. ‘Ihis 
commodity was probably the most critically short material needed to waze 
war. Yet the Government allocated rubber for both civilian and militar) 
footwear. Civilian rubber footwear was limited as to the quantity and types that 
could be made, as well as to the amount of rubber that could be used in the 
compound. But nearly 50 different basic types of waterproof footwear were 
permitted to be produced as the minimum requirement to protect the health of 
the public and promote the war effort. Certain types of this footwear were dis- 
tributed to the public under rationing. 

Throughout most of the war period more than half the productive capacity 
of the industry was devoted to the manufacutre of footwear for the Armed 
Forces. More than 45 million pairs of military footwear were produced. This 
included both waterproof rubber footwear and rubber-soled-fabric shoes. 


THE “JUNGLE BOOT” IN WORLD WAR II 


The rubber-footwear industry was called upon to develop new designs or adapt 
conventional designs to meet special requirements; for example, the “jungle 
boot.” This basically was a canvas shoe extended into a laced legging that 
reached almost to the knee. Millions of these were produced for use in the 
-acific war theater. 
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The industry also was asked to expand, beyond any previously conceived limits, 
its capacity to produce certain types of shoes that were adaptations of commer- 
cial items—such as the shoe pac (rubber and leather combat boot) used exten- 
sively throughout World War II and into the beginning of the Korean conflict. 
Before the war the industry produced about 200,000 of these annually. To meet 
military demands, this capacity was doubled, trebled, and quadrupled in rapid 
order. Just before the war ended the industry was gearing itself to produce 
more than 5 million pairs of combat shoe pacs a year. 


NEW INSULATED BOOT USED IN KOREA 


Meanwhile, development work was going forward on an entirely new idea 
which soon after the end of World War II made the shoe pac obsolete as a 
combat boot. The new footgear, generally called the insulated boot, utilizes the 
cold-barrier principle which insulates the foot. 

First tried under combat conditions in Korea, the insulated boot passed every 
test with flying colors. It became the standard cold-weather combat boot for 
all branches of the service. Wearing this equipment, men could walk in or stand 
in icy water for hours without danger of frostbite. This boot also has been 
adapted for civilian use. 

These are just a few illustrations of the benefits resulting from the close coop- 
eration between the American rubber-footwear manufacturers and the military 
authorities. It is a significant fact that every military specification covering 
rubber footwear was developed by the industry working closely with the research 
and development branches of the armed services. 

At the present time the industry is cooperating with the military in the devel- 
opment of a new type of extreme-cold-weather rubber footwear intended for use 
in the northernmost defense areas. 

During World War II and the period of emergency immediately following that 
conflict, our allies and other countries depended on the American rubber-footwear 
manufacturers for essential rubber footwear. The industry abroad had been 
crippled by the war. Fortunately for these people, the United States was 
equipped and willing to meet their needs. 


Wuat Errect IMportTs? 
LOSS OF EXPORT MARKETS 


The following table, based on United States Department of Commerce reports, 
dramatically records the rise of foreign competitors and the fall of American 
producers in the markets outside this country: 


Percentage of total world export markets of rubber footwear 


United States had: 
919 


0 
. . 26 

Soon thereafter the United States share of these markets dropped to less than 
- percent, Japan’s rose to 63 percent, and Czechoslovakia’s to over 8 percent. 
This generally has been the pattern since that time. 

As the pioneers and developers of the rubber-footwear industry, American 
manufacturers for many years were the sole suppliers for the entire world 
market. In time foreign producers copied American designs and methods and 
entered the competition. With the advantage of cheap labor, they eventually 
swallowed the American export markets. 

After driving American competition from the export field, foreign producers 
centered their attention on the domestic market. The threat was so serious in 
the early 1930’s that the industry petitioned the Government for help. An 
investigation by the Tariff Commission was followed by a Presidential proclama- 
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tion early in 1933 making rubber-footwear imports dutiable under the American 
selling-price formula. This means that such imports are assessed for duty on 
the basis of the selling price of like or similar domestically made goods. The 
duties were 25 percent on waterproof and 35 percent on rubber-soled-fabric foot- 
wear. This provided some measure of compensation for the widely different 
production costs, chiefly labor, and gave the American industry a fair chance to 
compete for business in its own home market. It saved the industry. 

An attempt was made in 1937, during the negotiations with Czechoslovakia, 
to induce the United States to remove rubber footwear from under the Ameri- 
can selling-price formula, but this our Government refused to do. 


DUTY CUT IN HALF AT GENEVA 


The rubber-footwear industry was not disturbed further until the Reciprocal 
Trade Conference held in Geneva in 1947, when the American delegation, over 
the protests of American producers, granted concessions which, for practical 
purposes, cut in half the duty on waterproof rubber footwear. 

It is inconceivable that the encouragement of imports of rubber footwear could 
bring any real or lasting benefit to the economy of the United States or the world 
at large. 

It would not give the American consumer a product he is now denied. It would 
not expand the market for these goods. The American manufacturers, under 
the stimulus of competition within their own ranks, have intelligently and vig- 
orously promoted their product. Yet they have more than ample capacity to meet 
all demands for their goods. Year after year they carry over large inventories 
in their own warehouses. 

Because of higher manufacturing costs, both in the rubber footwear itself— 
chiefly labor rates—and in the essential materials it uses, domestic rubber-foot- 
wear producers cannot exist unless imports are dutied to minimize this cost 
gap. 

It has been argued that imports representing a small proportion of the Amer- 
ican production could not cause such serious disaster to the domestic industry. 
This arguement falls with an understanding of the industry and the merchandis- 
ing methods under which its goods must be sold. 

Foreign manufacturers seeking to enter the American market do not offer 
competition for every kind of footwear made by the domestic producer. They 
single out 1 or 2 items, which usually are the most popular in the line. So, 
while importations might be a fraction of the American total production, they 
could be a high percentage of the particular line in which they are competing. 
Thus concentrated, imports can determine the price schedule for a particular 
line. 

The damage does not stop here. The American manufacturer cannot adjust his 
price to meet the competition merely in one line. An adjustment in only one 
limited line could upset the entire price schedule of the American manufacturer. 
This is true not only in rubber footwear but in all businesses. You can’t cut 
porterhouse steaks to 20 cents a pound and expect to hold chuck at 65 cents. 


SUMMARY 


Against the dubious benefits that unrestricted imports of rubber footwear 
might bring, there is an overwhelming weight of positive harm that would follow 
such a development. 

Over 22,000 jobs would be in jeopardy. 

An industry doing an annual business of $200 million would be wrecked. 

The United States would have to depend on foreign manufacturers to keep 
its civilians supplied with protective and health-building rubber footwear. 

It would not have within its borders the facilities or the know-how to produce 
the footwear essential to the national defense. 

The export market for American-made rubber footwear vanished in a rela- 
tively short time. It could happen here—the domestic market could vanish, too. 
But it must not happen because it would cause irreparable damage to an industry 


which contributes greatly to the national eccnomy, civilian welfare, and military 
strength. 


STATEMENT OF STANDARD O11 Co. (NEw JERSEY) 


Through its operating affiliates Standard Oil Co. (New Jersey) conducts busi- 
ness in nearly all countries in the free world. In most, it has done so for many 
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years—in the United States for almost three-quarters of a century. Its views 
on international trade reflect, consequently, experience under varying conditions 
over considerable time. 

This experience leads to the conviction that international trade is vitally im- 
portant to the United States. Facilitating it can be one of the most constructive 
activities within the power of our Government. 


AMERICA’S WELL BEING IS AIDED BY EXPANDING INTERNATIONAL TRADE 


The maintenance and expansion of international trade is of direct benefit 
to the United States. Our country is now the world’s most highly productive 
nation, and has reached the point where we not only produce large volumes of 
goods for our own use but also are capable of turning out amounts that exceed 
our domestic requirements. This leaves us with three choices: one is to create 
outlets by giving our surplus production away, which, though paid for by the 
American taxpayer, may on occasion be an effective instrument in our foreign 
policy. The second choice is large-scale United States foreign investment, which 
creates markets for United States output at the same time it provides the dollars 
to pay for the goods. The third choice is to provide outlets in the United States 
for the goods of other countries, enabling them to earn the means to buy our 
production. 

Among other desirable effects, imports provide goods we do not have or 
which other peoples can make more advantageously. Any serious long-range 
analysis of the needs of our country for goods and raw materials can hardly fail 
to conclude that the United States must look to the rest of the world for many 
things we want and need, both for our security and to satisfy the advancing living 
standards of the American people. Sometimes these things are not available at 
all at home, in other cases they are available only at considerably higher costs, 
and reasonable imports tend to give better long-range balance to our economy. 

Expanding trade among the nations of the free world also works to increase 
the economic and military strength of our allies. An increased exchange of 
goods and services throughout the free world supports sound economic develop- 
ment within the countries concerned. This means that our friends can stand 
upon their own feet. They become strong internally and less dependent upon our 
strength in times of emergency. Furthermore, many of the goods which other 
nations acquire from us through the means created by selling in United States’ 
markets are used to build up their armed forces. Countries belonging to the 
North Atlantic Treaty Organization, for example, can thus help pay their own 
way in the task of providing for mutual defense. 


INTERNATIONAL ECONOMIC LEADERSHIP DEFENDS ON ENLIGHTENED TRADE POLICIES 


It should be remembered that not all emergencies are of a military nature. 
Today the United States is engaged in economic warfare in which the use of 
phychological weapons may exert an influence equaling the power of armaments. 
In all parts of the world, communism is conducting a trade offensive calculated to 
undermine western positions and reduce the influence of western governments. 
In this offensive, any action by the United States to hamper the free flow of world 
trade is quickly seized upon and used as propaganda to discredit our intentions. 
The most is made of any instance in which this Government seems to back down 
on international trade policies formerly heralded as proof of leadership and as 
stimulating international economic progress. Moreover, the Communists in their 
trade offensive often appear to seek goods not so much from the need of them as 
to gain the political advantage of taking goods which the producers feel they 
cannot otherwise sell because of United States foreign-trade policies. We must 
take heed that we do not play into our adversary’s hand and, by making it diffi- 
cult for other countries to market their goods in the United States, incite dis- 
affection among them. This will result in our losing them as friends and losing 
their goods which we require for our own prosperity and security. 

Basically the psychological strategy of the Communists’ trade offensive is to 
convinee other peoples that the latter’s own national interests are identical with 
those of the Soviet bloc. That this strategy has made headway is clear, even 
within our own hemisphere. Soviet trade with the Latin American States is now 
running at the rate of almost half a billion dollars annually, representing 
growing adverse influence and a loss of traditional American markets. Soviet 
trade with Iceland has largely replaced our own. Though this is relatively unim- 
portant on a volumetric basis, the result has been to threaten the free world with 
the loss of highly strategic bases. 
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For these reasons we believe it is imperative that our Government maintain its 
trade policies with other nations in such a manner as to convince them that we 
sincerely wish them to prosper and to find reasonable outlets for the goods they 
must sell if they are to be economically strong. 


THE UNITED STATES SHOULD CONTINUE TO PROMOTE INTERNATIONAL TRADE 


In working toward the desirable goal of higher levels of international trade, 
it is Jersey’s opinion that the United States Government should continue its poli- 
cies of trade leadership which are of such material benefit to all our citizens. We 
do not contend that all our tariffs are too high or that we should seek to abolish 
all tariffs. But it does seem advantageous that our aim should be in the general 
direction of reducing tariffs and quota restrictions, and of simplifying customs 
procedures so that expanding international trade may be promoted on a multi- 
Jateral and nondiscriminatory basis. This should be done, we believe, by mutual 
action, our interests best being served by the avoidance of unilateral concessions 
which would deprive us of bargaining power to get reciprocal concessions from 
other natitons. 

There are many elements in such a progressive foreign-trade policy. The 
United States has been a leader in promoting multilateral trade principles and 
in being opposed to regionalism, preferential systems, and trade discriminations. 
This beneficial leadership should be continued. We should, for example, use our 
influence to see that the advantages to trade of freer convertibility of currencies 
now being achieved abroad are not offset by increased quantitative restrictions 
upon imports. Quotas are generally the most restrictive and discriminatory of 
all types of trade barriers; they are the most rigid type of control and offer the 
most effective means of reducing competition and creating artificial scarcities. 

We in the United States should also work for the minimum creation and appli- 
cation of escape clauses. By their very existence they warn the foreign busi- 
nessman that the more successful his efforts, the more likely he is to be penalized. 
Where American businessmen are concerned, attention should be given to tax 
laws which affect his operations abroad. Revision of these laws could be con- 
ducive to promoting United States investment abroad. 

Where our international trade policy is concerned generally, there is much 
to be gained by keeping it consistent. Uncertainty over how long laws and 
regulations will remain unchanged can be a serious deterrent to foreign busi- 
nessmen hoping to sell in our markets, as well as discouraging to American 
companies planning to enter markets in other lands. In this respect it would 
seem to be proper for our Government through appropriate methods to make it 
understood abroad that it considers consistency in trade policies to be the duty 
of other governments as well. 

In a dynamic national economy and an evolving world situation, change is 
inevitable. It is inevitable also that change will bear unequally on different 
parts of the domestic economy. In some instances, segments of the economy 
may sustain hardship, perhaps of a transient, perhaps of a longer range nature, 
to which accommodation must be made. Clearly, everything possible should 
be done to ameliorate the strains of accommodation. In circumstances affect- 
ing a given commodity, relief measures should not run contrary to the basic 
principles of national policy with respect to multilateralism, nondiscrimination, 
promotion of international commerce generally, and other commitments to 
allies and customers abroad. In an era of increasing trade competition with 
the Soviet bloc. the problem of increasing the economic and financial strength 
of the United States is second in importance only to that of maintaining po- 
litical and military strength. These circumstances call for economic statesman- 
ship of high order. 

The final test of any trade policy formulated by our Government, it seems 
to us, should be that it is made in terms of the national interest and not for 
the exclusive benefit of any special group. All segments of our country—industry, 
agriculture, labor, and the public at large—have a direct stake in expanding 
levels of international commerce. Any discriminatory action made for what 
might seem to be the immediate advantage of some particular interest would 
inevitably result in harm for the Nation as a whole. 





MEMORANDUM OF GuLF Orn Corp. 


We desire to submit this memorandum to your committee as a means of 
registering our views on foreign-trade policy. Our company is engaged in pro- 
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ducing, refining, transporting, and marketing oil in the United States and in 
various other countries of the world, and thus has had considerable experience 
in world-trade affairs. We believe a liberal trade policy at this time is in the 
best interests of the country. There are many reasons for this. 


TRADE VERSUS AID 


We believe the slogan “Trade not aid” is not an empty phrase. Foreign 
trade affords our country many direct advantages but it is even more important 
to many other countries which are far more dependent on such trade for a bare 
living. To the extent, therefore, that we can help stimulate increased trade 
with and among other nations it not only helps our own country but lessens 
the burden of free foreign aid which, for many years now, we have found it 
necessary to extend to other nations. 

In respect to its foreign trade a nation is dependent not alone upon its own 
actions but those of other nations; and it is an unfortunate fact that when times 
are difficult and reserves of economic strength are low, as has been the case 
with many nations in recent times, the tendency is to adopt restrictive measures 
aimed at alleviating short-term emergency problems which further stifle trade 
and bring about countermeasures in other countries. It requires knowledge and 
wisdom, as well as economic strength and good example, to lead nations out 
of this spiral back toward the greater freedom in which trade can flourish. 
This is one reason we believe it is so important for our country to give effective 
leadership in matters of world trade. 

The numerous contacts of American representatives in other countries in 
recent years has, we believe, infected people of other nations with something 
of the economic and social philosophy which has made this country so productive. 
Our formula is not a simple one but a compound of technological development ; 
growth of professional standards, of civic and social consciousness ; of techniques 
for accumulating the capital needed for growth and improvement. We do not 
believe such a result could have been achieved except through our system of 
private enterprise operating within the greatest area of free trade which has ever 
existed ; namely, the States and Territories of the United States. 

Under the liberal trade policies of our Government, foreign trade, since the 
end of the war—both for our country and throughout the free world—has greatly 
increased and this, we believe, has been a tremendously important factor in the 
important gains in prosperity which have occurred in so many of these countries. 

More and more we believe American businessmen are coming to realize this 
basie fact about foreign trade; that we cannot export without importing (any 
more than we can sell washing machines or automobiles to people who have no 
income they can use for payment). The only final payment which the exporter 
of American goods can accept is United States dollars or something that he 
ean readily convert into such dollars. This means that the foreign customer for 
our goods must be able to earn dollars, and the only way he can do that is by 
selling something to the United States or to someone else who does so and, 
therefore, has dollars. 

For many years numerous American businessmen seemed to have the idea 
that we could export without importing, and perhaps some still have that notion 
but certainly it is no longer the prevailing view of enlightened businessmen. 
Considering the desire of practically every country to have more of our goods 
if only they can obtain more dollars, there need be little doubt that every United 
States dollar earned in some other country from the sale of goods imported into 
the United States will be spent back here in the United States (by the original 
or a subsequent recipient) on something for which we are glad to have an export 
market. To put it the other way around, for every dollar of imports which we 
discourage or prohibit from entering the United States we cut off a dollar of 
United States exports. Unfortunately, while it is easy for a United States 
manufacturer or producer to identify a potential injury from competitive im- 
ports, it is difficult to identify the exact export which has heen eliminated by a 
reduction in imports—however obvious and inexorable the overall relationship 
is. Likewise, the consumer is not ordinarily aware of, or articulate about, the 
injury he may sustain from trade restrictions. For these reasons it seems 
particularly essential that Congress and the administrative end of our Govern- 
ment should take an overall view of the matter in the interest of consumers 
and the national economy as a whole. 

We would also stress the importance of consistency and continuity in our 
foreign-trade policies. Because of our protectionist background and some of 
our present regulations, many nations are still skeptical as to our future inten- 
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tions and, obviously, the investments and commitments involved in foreign trade 
make reasonable continuity necessary for enduring trade. For this reason it 
seems to us that constant reexamination of our liberal trade policy, usually 


inspired by minority pressure groups, in a way that throws doubt on the future 
is, from this standpoint, unfortunate. 


WE HAVE AN INCREASING NEED OF RAW MATERIALS FROM OTHER AREAS OF THE WORLD 


Our present high standard of living is geared to an immense consumption of 
raw materials and particularly minerals. As to many of these, however, our 
own domestic supplies are shrinking in relation to our needs and we are tending 
to become a net importer rather than a net exporter of many of them. Most 
long-range studies of our future needs versus our probable domestic sources 
indicate that this trend is likely to increase. Fortunately, most of the materials 
we need are available in ample quantities elsewhere in the world and, fortunately 
also, we have plenty of things—especially manufactured goods—which other 
countries are eager to receive in exchange for the materials we need. Consider- 
ing our Nation’s interest in supplementing our own resources with foreign sup- 
plies of many materials, we would be shortsighted if not stupid, and in a genera- 
tion our children would have every right to censure us for our failure to protect 
their interests, if we were unwilling or refused to accept raw materials, for 
which we have an increasing need, in exchange for things we are now giving 
away free to other nations—either because of pressure from special interests or 
because of a lack of adequate imagination and foresight in coordinating our for- 
eign aid program with our economic needs. In his testimony before the subcom- 
mittee, Prof. Willard Thorp, speaking on this subject said, “I suspect that in- 
creased imports of raw materials. thus husbanding our own resources, the stimu- 
lus from foreign competition, and the industrial base supported by exports tend 
to strengthen our economy.” 


MORE OIL IMPORTS WILL BE NEEDED 


It was not our original purpose to deal in this memorandum with the oil import 
problem but rather with the broader aspects of our foreign trade policies. How- 
ever, we note that considerable testimony has been placed before the subcom- 
mittee by groups which would like to see restrictive measures applied to oil 
imports and we will, therefore, comment briefly on this subject. 

Oil is a notable example of one of the minerals which we are finding it increas- 
ingly difficult to find in this country. Through improved technology we have 
been able to speed up the development of existing reserves and to produce them 
even more rapidly without waste, but despite tremendous and massive programs 
of exploration for new sources (greater this year than ever before and exceeding 
by several times the total of exploratory work in all the rest of the world) we 
have not been able to increase the basic proven reserves nearly as fast percentage- 
wise as United States consumption has increased * or even, in recent years as fast 
as domestic production has increased. For example, in the last 2 years domestic 
production has increased 12 percent while reserves increased only 3 percent. 

Under these conditions and in view of the outlook for continued large increases 
in our country’s oil requirements we believe it is obvious that increased oil im- 
ports will be necessary. Obviously it would not be desirable for such imports 
to increase so rapidly or become so great as to threaten the health or existence 
of the domestic producing industry. Most of the oil importers, however, are 





1 In each decade since 1920 proven oil reserves in the United States relative to domestic consumption rates 
have declined as shown in the figures below: : 
[Billions of barrels] 





Domestic Domestic Ratio of 
Year crude oil consumption | reserves to 
reserves @ consumption 
Bkincdaticnmanege wendicbeniambanemnenaiaeeamaetinas 7.2 0. 45 16.1 
Pebescecdqnchastpedguntesbbdackauangvénéashenyuahetene 13.6 . 87 15.6 
Ge nisccsasacdcsesucteutsdbnsascesntGcs teen bucnmaneneiahe 19.0 1, 27 15.0 
Ri iis cin oe cdecksS cGdbincdd abide ene edlee sate 25.3 2.19 | 11.5 
BONG Siscnecnnic ecucumatvcndse rontnewninessaseedinisiiee 30.0 2.81 | 10.7 
' 





e As reported by American Petroleum Institute as of the end of the year. 
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also domestic producers, as is our company, and we believe there is no evidence 
as yet of any weakening of the domestic oil producing industry as a result of 
increased Oil imports—this is evidenced by the fact, already mentioned, that 
domestic production in the last 2 years, despite increased imports, is up 12 
percent, at the highest level in history ; and so is the level of domestic expendi- 
tures in the search and drilling for new oil reserves (6.7 percent more exploratory 
wells drilled thus far in 1956 than a year ago). 

Fortunately we have in this country a healthy reserve of unused productive 
capacity made possible in large part by the fact that, by virtue of importing 
approximately 15 percent of our total oil requirements, we have not had to draw 
on our domestic reserves to that extent. Such reserve of unused productive 
capacity in this country, however, is no more than is needed for national safety— 
especially in view of the fact that if domestic production were materially in- 
creased the reserve producing capacity would soon be greatly diminished. 

For the reasons set forth above we believe that over a period our country 
must look forward to greater rather than smaller oil imports if we are to meet 
our oil requirements in this country at reasonable cost to the consumer. The 
principal controversy about oil imports is the rate at which such increased im- 
ports should occur but we do not believe there is any evidence as yet that the 
increase has been greater than from the long-run standpoint will be found 
desirable, and certainly there is nothing in this picture which would make either 
higher tariff rates or the imposition of any knd of quota system advisable. 

There have also been suggestions made that oil imports from the Middle East 
should be discouraged in comparison with imports from other areas on the theory 
that the Middle East constitutes a less reliable source from the standpoint of 
national security. Such a viewpoint, we believe, is gravely in error. One thing 
that must always be remembered about oil reserves is that they cannot be 
reproduced like a crop of corn. The accumulation of present reserves has 
occurred over millions of years and is so slow that for all practical considera- 
tions we must consider that the only oil available for any period of time we can 
conceive of is what is already here. Most of the world’s oil of which we have 
any present knowledge is in the Middle East, and every indication is that addi- 
tional exploratory work throughout the world will probably increase rather 
than decrease the proportion in the Middle East. Without access to Middle 
East oil, Western Europe would have a difficult if not impossible time maintain- 
ing its position as a strong member of the western alliance. If, therefore, the 
survival of a strong and free Western Europe is essential to our future security, 
as we believe it is, then we had better develop our policies on the basis that 
Middle East oil must be kept in our orbit, rather than on the basis of trying to 
plan our future without dependence on this source of energy. 

But even if we knew in advance that Middle East oil would not be available 
to us after say 5, 10, or 20 years, then we believe our national interests would be 
to try to get even more of it in the meantime, in order to make our own reserves 
last that much longer. This, of course, is a negative approach to the problem 
and is mentioned here only as a matter of logic. The point we are trying to 
make is that accelerating the rate at which we produce our reserves of oil in 
this country, or in other parts of the Western Hemisphere, does not necessarily 
mean that this is in our long-term interest, because the faster we produce a given 
reserve of oil, the faster we use it up. 

We are aware of the optimistic statements made in some quarters that our 
future energy sources need not concern us, in view of the possibilities of nuclear 
energy, Shale, coal, tar sands, etc. But these glib assurances do not take into 
consideration the vast quantities which are involved and the enormous amount 
of investment and construction work which would be involved in trying to sub- 
stitute other sources of energy for petroleum even if it were theoretically pos- 
sible to do. We suggest, therefore, that our best policy regarding oil imports 
is not to discriminate against the Middle East in favor of any other area, but 
rather to consider that the Middle East must be kept as a source of oil for the 
Western World—indeed its principal source for the future. 


THE NATIONAL SECURITY AMENDMENT 


The national security amendment, we believe, is one of those provisions which 
sounds reasonable in principle but which as a practical matter is used mostly not 
to promote national security but special interests. Almost any group which 
wants to be relieved of competition from imports can claim that increased im- 
ports will adversely affect their industry and, in turn, the national security. 
Such groups tend to band together and put collective and widespread pressure 
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upon their representatives in Congress to oppose a liberal trade policy. This 
is all done in the name of national security though, curiously enough, such na- 
tional security always seems to lie in the same direction as their own economic 
interests. We believe, that on the whole, in the interest of reducing this type of 
pressure upon Congress and the administrative agencies of the Government, it 
would be better to eliminate this type of amendment from our trade legislation 
and if in particular cases national security is actually involved, then we believe 
it can be dealt with far more effectively, in the national interest, by more direct 
measures initiated, without political fanfare or inspiration from pressure groups, 
by the defense and security agencies themselves. 


CONCLUSION 


Far beyond the question of oil imports into the United States, our company is 
interested in world trade generally, because for every barrel of our foreign oi! 
which we import here, we sell more than 4 barrels in other countries. The 
foreign investments of American oil companies, as a whole, are the largest of any 
industry and account for more than 30 percent of all United States foreign in- 
vestments. Thus, American companies have gone a long way to furnish the need 
for modern facilities in many countries. Obviously, they have a keen interest in 
the existence of conditions which make for sound and increasing world trade— 
without which these foreign investments would be unavailing. 

Such operations also afford a continuous opportunity to observe the trends 
of trade in many parts of the world, and from these observations we would like 
to say again. in closing, that we see many signs which point to the possibility of 
a great increase in world trade in the years ahead—not just in oil, but in every- 
thing. Many things have already happened: Much productive capacity has 
been added, many American techniques have been adopted—the hopes and desires 
of the people for better living are clearly aroused. No economy in the world can 
benefit more, profitwise, than our own from increased ability on the part of other 
people to fulfill those hopes and desires—because we make so many of the things 
they want. 

If, therefore, we can provide sound leadership and a good example in gradually 
opening the valves of trade and in maintaining a consistent liberal trade policy, 
our country and its consumers should be among the greatest beneficiaries of all. 





ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., September 27, 1956. 
SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE AGREEMENTS, 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 


GENTLEMEN: The Association of American Ship Owners appreciates very 
much the opportunity that has been extended by the subcommittee to file for 
the record of its current study this letter discussing the importance to shipping 
of proposals that have been made to establish quota limitations on importations 
of residual fuel oil, including residual fuel oil for bunkering vessels at United 
States ports. The shipping industry is an important consumer of residual fuel 
oil which it uses to fire the boilers that generate the power to run the ships. 

As we understand it, one purpose of these proposals is to stimulate the pro- 
duction, transportation, and use of coal. In this connection, I think the record 
should show that our merchant and naval vessels were built to use residual 
fuel oil and not coal. It would be utterly impractical and uneconomic to try 
to convert them to coal burners, so that in the case of ships the proposals would 
provide no stimulation whatsoever for coal. 

Demand for residual oil, as measured by actual consumption, exceeds domes 
tic production plus the proposed quotas. Domestic production is supplemented 
by imports to satisfy demand and it is indicated that the amount imported in 
1955 exceeded the quota recommendation of the President’s Cabinet Committee 
on Energy Supplies and Resources Policy by 38,000 barrels a day notwithstand- 
ing that these imports apparently conformed to such recommendations com- 
mencing April 1 of that year. However, the actual shortage created would have 
been even greater if 35,000 barrels .a day had not been available for withdrawal! 
from domestic inventories to meet demands. This volume is not again available 
since stocks have already been depleted to minimum levels. Thus, a shortage 
of 73,000 barrels a day could have resulted last year because of the limitations 
recommended on imports of heavy fuel. This is a substantial amount when 
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compared with the heavy fuel consumption by ships engaged in the United 
States coastwise trades which amounted to 130,000 barrels a day during 1955. 

Other substantial consumers of residual fuel oil are industrial establishments, 
space-heating plants, and public utilities. Generally speaking, only the public 
utilities operating from the Rocky Mountain States to the east coast are equipped 
to burn either coal or oil. In 1955, they consumed 143,000 barrels a day of 
the heavy type industrial fuel oil. Thus, it would appear that more than half 
of the oil burned by these utilities would have had to be diverted to other uses 
pefore the amount saved equaled the shortage that could have resulted from 
import quotas. But this tells only part of the story. Artificial limitation of 
supply last year caused prices to increase nationwide as consumers bid for 
the limited quantities of heavy fuel oil available. Price increases on the east, 
gulf, and west coasts as well as along the Great Lakes ranged from 15 to 50 cents a 
barrel during the year and*added over $12 million to the United States coastal 
shipping industry’s fuel bill on an annual basis. Further increases in 1956 
because of continued uncertainty surrounding supplies—and all occurring well 
before the Suez crisis—have added an additional $3 million annually to our 
fuel bill based on last year’s use. American ships engaged in foreign trade also 
are paying millions of dollars more for heavy fuel oil now than at the beginning 
of 1955. 

The evidence seems to point to the conclusion that reducing the supply of 
residual oil by such artificial means as quota limitations has brought about sharp 
competition among consumers and substantially higher prices. It doesn’t seem 
reasonable to expect that the pressure created by demand for the product could 
be eased sufficiently to obviate this result. Nor does it seem practical or prob- 
able that domestic production would be increased sufficiently to bring order and 
reason to the market. 

During the last 10 years we have witnessed very substantial increases in the 
production and use of petroleum products. Crude oil production has grown from 
ubout 4.7 million barrels a day in 1945 to almost 6.8 million in 1955, and averaged 
7.2 million barrels a day in the first half of 1956. Refinery crude oil runs have 
increased similarly. But the domestic production of residual fuel oil has de- 
creased somewhat during the same period. The answer to this seeming paradox 
appears to be that improved techniques and more efficient refinery equipment are 
making it possible to produce an increasingly greater proportion of petroleum 
products having relatively high commercial value such as gasoline, kerosene, 
and distillate fuel oils. Residual oil is what is left over after the more valuable 
products have been extracted. It is really a byproduct, and although its price 
has often seemed high to shipowning consumers, it apparently sells for less than 
the raw crude from which it is extracted. This concentration of domestic re- 
fineries on higher grade products explains why domestically produced residual 
fuel oil is and will likely continue to be in short supply. 

Another word of caution about restricting bunker fuel imports seems important. 
Bunker requirements for fueling ships are growing rapidly. Ironically, one of 
the main factors promoting this growth is the increasing volume of coal now 
moving to Europe. So quota restrictions that are supposed to promote the coal 
industry might very well prove to be a millstone. 

At the present time the coal industry is asking the Maritime Administration for 
80 additional oil-burning vessels from the reserve fleet to enable it to satisfy the 
potential market abroad for United States coal. Such an increase in the active 
tieet could require an additional 4 million barrels annually of heavy fuel oil if 
ships bunkered here for a European round trip. And in the light of the Suez 
Canal situation, it is doubtful where else they could bunker. 

3efore concluding this letter, I should like to explain why shipping is so con- 
cerned about the economic effect of an artificially stimulated cost increase such 
as has occurred. American ship operating costs are now from 4 to 5 times those 
on foreign vessels, and it has therefore been necessary for the Government, 
through subsidy, to pay the cost differential to enable American vessels to com- 
pete. If higher bunker oil prices are to increase the differential, then the Gov- 
ernment would probably be called upon to pay the increase for subsidized ships. 

Sut the full impact of the increases would fall on ships in the domestic trades 
where there are no subsidies. Those ships have historically been the nucleus 
fleet for defense purposes. They were close at hand and readily available in an 
emergency. Before World War II, 409 privately owned ships served American 
agriculture and industry in the coastal and intercoastal trades. Now there are 
only 82, and the reason there are so few is that circumstances are such today 
that there is economic justification for no more. There seems no question but 
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that defense considerations require more ships in these home trades, but it is a 
serious problem to operate what we now have. A sharp increase in the cost of 
bunkers might well cause the retirement of additional ships from the domestic 
trades. 
Yours very truly, 
Grorce W. MorGan, President. 


EMPIRE STATE PETROLEUM ASSOCIATION, INC. 
NEW YORK, N. Y. 


The enclosed statement by Harry B. Hilts, of tle Empire State Petroleum 
Association, was submitted October 5 before the Subcommittee on Foreign Trade 
Policy (chairman, Representative Hale Boggs) of the Ways and Means Com- 
mittee, United States House of Representatives. The purpose of the statement 
is to voice and substantiate the association’s opposition to any restrictions on the 
import of oil, and to refute the testimonies before the subcommittee by certain oil 
producers who see in the current Suez Canal crisis an argument for supressing 
all vil imports into the United States. 


STATEMENT OF Harry B. HILtTs, SECRETARY OF THE EMPIRE STATE PETROLEUM 
ASSOCIATION 


The Empire State Petroleum Association has always been interested in the issue 
of domestic versus imported oil, not from the viewpoint of th» United States 
producer or the international companies, but solely from that of the individual oil 
consumer whom we serve. Therefore, we respectfully submit the following com- 
ments on the testimonies recently given before your committee on this question. 

1. The domestie oil producers have never made any bones about the fact that 
they would like to raise the price of crude oil. Admittedly, only the present rate 
of imports keeps them from doing so. They claim to need the higher incomes in 
order to make up for the higher cost of drilling activities and other field opera- 
tions. Yet, a check of the earnings of the domestic sector of the oil industry 
for the first half of 1956 reveals that, with very few exceptions, they are appre- 
ciably above the same period of last year. The same favorable trend applies 
to domestic oil production and to drilling and exploration activities. It would 
seem that no industry in that state of health can justifiably request publicly 
protected higher prices, which is exactly what the domestic producers are after. 
In view of the universal use of oil throughout our economy, such a step would 
certainly have a serious inflationary effect. 

2. The spokesmen of the domestic producers, in testimony before your commit- 
tee, have invariably cited the current crisis over the Suez Canal as an illustration 
why the United States must not rely on any foreign oil supplies. By this, they 
have exposed their complete indifference to, or lack of, understanding for the 
long-range welfare of this country. The United States has less than 20 percent 
of the free world’s proven oil reserves, yet we account for 60 percent of world 
oil consumption. Obviously, we cannot go on indefinitely at this rate unless 
we draw on foreign supplies to supplement our own. For several years now 
our net additions to domestic oil reserves have increased at a lower rate than 
our consumption. Within 10 years, they will actually begin to decline, accord- 
ing to our foremost geologists. Only the addition of foreign oil can indefinitely 
prolong the life of our domestic reserves. We must face the fact that foreign 
oil is here to stay if we want to continue to consume oil at our accustomed rate. 

Therefore, if one supply source, such as the Middle East, threatens to become 
temporarily unavailable to us, there is all the more reason to turn to oil sources 
in other parts of the world. We agree with the domestic producers that it would 
be very unwise for this country to reply exclusively on one single foreign source 
for a significant percentage of its oil needs. But the answer to that is not to 
cut ourselves permanently off from all foreign oil supply sources but, on the con- 
trary, to develop as many alternative ones as possible. Nothting could be more 
unwise in the troubled world situation of today than to discourage private Ameri- 
can oil companies from discovering and developing the oilfields abroad, wherever 
they are. Yet, any policy arbitrarily restricting oil imports from one specific 
area, or tying them rigidly to a historic ratio of imports to domestic produc- 
tion, is bound to do just that. 
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3. We would like to mention one other point in connection with the Suez Canal 
crisis. In their eagerness to prove their point, the domestic producers have 
lumped all Middle East countries together, making it appear that they all have 
proved unreliable and unwilling suppliers of oil to the West. This is a gross 
oversimplification. Actually, all the current difficulties in the Middle East come 
from the non-oil-producing countries, mainly Egypt and, to a lesser extent, 
Lebanon, through which oil travels on its way to the West. The oil countries 
themselves have not placed the slightest obstacle in the way of oil shipments 
either to this country or to Western Europe. For these shipments represent the 
bulk of their income and they have not shown any willingness to deprive them- 
selves of this stream of wealth. On the contrary, there is every reason to believe 
that the oil countries are attempting to exercise a restraining influence in the 
current crisis, in order to prevent any interruption of the flow of Middle East oil. 

If, in this delicate situation, our Government should announce unilateral dis- 
criminations against Middle East oil imports (which amount to 10 percent of 
the area’s total output), it would certainly undermine the economic inter- 
dependence between the West and the Middle East and may well make the oil 
countries less interested in keeping the oil routes to the West open. This, in 
turn, would be a major victory for all those forces in the area whose primary 
aim is to harm and to weaken the Western Powers. 

Therefore, we wish to go on record as unalterably opposed to any restriction 
on the importation of crude oil or refined products. Such restrictions would not 
be compatible with the best interests of the oil-consuming public, nor the conser- 
vation of our natural resources, nor our foreign policy. 


THE TUNGSTEN INSTITUTE, 
Washington, D. C., October 15, 1956. 
Hon. HALE Boee6s, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, House of Representatives, 
Washington, D.C. 


DEAR Mr. CHAIRMAN: At the request of Mr. W. Lunsford Long, president, the 
Tungsten Institute, I herewith hand you a copy of his statement for considera- 


tion of your subcommittee in its review of customs tariff schedules authorized by 
section 101 of the Customs Simplification Act of 1954 as extended by Public Law 
934, approved August 2, 1956. 
The privilege of presenting this statement is very much appreciated. 
Respectfully yours, 


JAMES A. WHITE, 
Ezvecutive Secretary. 


STATEMENT BY W. LUNSFORD LONG, PRESIDENT, THE TUNGSTEN INSTITUTE 


Mr. Chairman, this statement is being filed with your subcommittee on behalf 
of the Tungsten Institute, which represents a majority of the tungsten production 
of this country. Its membership is drawn from every tungsten producing State 
and, therefore, represents a cross section of the Nation’s mining economy. I am 
president of the Tungsten Institute, and I am president, also, of the Tungsten 
Mining Corp., located near Henderson, N.C. I have spent a considerable part of 
my life in the mining business and I submit the following facts based upon my 
practical experience in the domestic tungsten mining industry. 

We, of the Tungsten Institute are opposed to any reduction in tariffs on tung- 
sten ores or concentrates. We are opposed to reduction in tariffs on tungsten in 
any form whatsoever. We strongly feel that the tariff on tungsten ores and 
concentrates should be raised. 

This position has been stated by me and by other members of the Tungsten 
Institute on numerous occasions before the Tariff Commission, the Committee for 
Reciprocity Information, and before the House Ways and Means Committee. 
At the risk of repetition, we present to you the following facts: 

Tungsten is one of the truly strategic metals in this era when both military and 
peacetime progress programs involve breaking through the heat barrier. Tung- 
sten has the highest melting point of any metal known to man, and no alloy has 
yet been developed that can equal the high-temperature potentials of tungsten 
alloys. It is an indispensable metal in our national welfare. And for the first 
time our domestic mining industry is producing enough tungsten to make our 
country self-sufficient in this metal. In times of national emergency it would 
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be futile to depend upon delivery of foreign produced tungsten through our ports 
of entry. 

The increase in domestic production from an average of 4,008,000 pounds of 
contained tungsten in the years 1945-49 to 15,669,000 pounds in 1955 was largely 
because of the Government’s stockpile program which was designed to expand 
and develop our industry as a strategic natural resource, and as an integral part 
of our mobilization base. That program (Public Law 206, 83d Cong.) expired in 
June 1956, and sinee that time production of tungsten has been curtailed. 

On July 19, 1956, the President appreved Public Law 733, providing for the 
purchase of 1,250,000 short tons of WO; (tungsten trioxide) at $55 a unit 
over a period of 21%4 years. This measure has been labeled interim legislation 
to safeguard our domestic tungsten mines from total close-down until a long-range 
program of development and production is evolved for the domestic tungsten min- 
ing industry. It was designed to give us a breathing spell until a domestic 
market can be developed that will enable the domestic mining industry to survive 
and at the same time assure a source of this much needed metal for defense. 
Research programs, and new and expanded uses are being aggressively pursued 
by the domestic tungsten mining industry. 

These background facts make evident the importance of an increased duty on 
tungsten if the tariff is to be the medium of Government protective policy. 

The present tariff of $7.93 per short ton unit (20 pounds) of tungsten trioxide, 
which is the equivalent of 50 cents a pound for the tungsten metal contained in 
the concentrate, has endured since it was enacted in 1930, with the exception of 
a short period of time when it was cut 24 pereent under the reciprocal trade 
agreement with China, which agreement was subsequently abrogated, and the cut 
restored. After this tariff cut every domestic tungsten mine, with one exception, 
wis forced to shut down. 

This $7.93 tariff was quite adequate when enacted in 1930 but is completely in- 
adequate under present conditions. This is illustrated graphically by the fact 
that in 1930 when the tariff of $7.98 was enacted, the ad valorem equivalent 
thereof (based upon a price of tungsten of $13.40 a unit) amounted to 59 per- 
cent. By 1951—when the price of tungsten had reached approximately $65 a 
unit—the ad valorem equivalent had dropped to 11 percent. The adequacy of 
this tariff in 1930 was commensurate with material and labor costs at that time; 
however, with such costs 6 to 8 times greater today than they were then, the 
tariff of $7.93 no longer affords protection to this important segment of the 
domestic mining industry. 

Were it not for the Government purchases the domestic producers would have 
no market for their production. In recent years the entire domestic commercial 
market was supplied by foreign producers, who were able to ship their produc- 
tion to the United States, pay the tariff and still sell at a price far below the 
cost of domestic production. 

The world tungsten price is subject to violent fluctuations. Thus in 1954 the 
world price of tungsten dropped to $15 a unit; and with the tariff of $7.93 added, 
the price of imported tungsten was $22.93 a unit. No tungsten producer in the 
United States, even the lowest-cost mine in the country, can possibly produce at 
a cost of $23 a unit. 

After the termination of the Government purchase program in May of this 
year, the market price of this metal dropped to approximately $29 per short ton 
unit as a result of some of the domestic prodution being afforded for the first 
time in 5 years on the domestic market. Another factor in the declining market 
price is that many foreign producers of tungsten whose production has not gone 
into commercial channels while they have been shipping to the United States 
Government have now filled their contract and are shipping their production to 
the commercial market in this country. 

If the producer in America is to be given the same measure of protection today 
that Congress gave him in 1930, in my opinion, the tariff should be tripled, and 
would be something like $24 to $25 a unit. 


STATEMENT OF OTTO HERRES, CHAIRMAN, NATIONAL LEAD AND ZINC COMMITTEE, 
FOR THE LEAD AND Zinc MINING INDUSTRY OF THE UNITED STATES 
We desire to present for the consideration of your committee the experience of 


the lead and zine mines of the United States with the inadequacies of the escape 
clause and peril-point concepts and procedures of the Trade Agreements Act. 
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It is sincerely to be hoped that the committee, after careful consideration of 
the facts and consequences of this and similar cases, will see fit to recommend 
to the Congress a more equitable procedure for providing relief to deserving 
American industries and workers. 


THE CASE OF LEAD AND ZINC 


As to the facts of our case: At the conclusion of the Korean war the markets 
of the United States were flooded with excess imports of lead and zine at prices 
below the cost of American production. A national committee representing the 
lead-zine mining districts of the country was organized and turned to Congress 
for assistance in the emergency. And the Ways and Means Committee in 1953 
approved provisions for the relief of the industry. 

Legislative relief, however, was opposed by high officials of the administration 
who advised that the remedy rather was to be found in escape-clause action be- 
fore the Tariff Commission. The industry then proceeded to follow this admin- 
istration advice, 

ESCAPE-CLAUSE ACTION 


Indisputable evidence was presented to the Tariff Commission in a hearing at 
Washington, D. C., November 3-6, 1953, showing conclusively that the mines of 
this country have been injured seriously by foreign lead and zine flooding 
United States markets. The facts are clear and were freely acknowledged by all 
appearing before the Commission. 

Concerned with the deplorable situation confronting the mines, the Senate 
Finance Committee and the Committee on Ways and Means of the House, each 
by unanimous resolution, requested the Tariff Commission to institute a general 
investigation of the domestic lead and zinc industries, including the effect of 
imports of lead and zine on the livelihood of American workers. Testimony was 
heard concurrently with the escape-clause investigation requested by the industry 
at the suggestion of the administration. 

The Tariff Commission on May 21, 1954, after one of the most complete inves- 
tigations ever made of an American industry, recommended unanimously to the 
President that relief be granted the miners. The bipartisan commission reported 
that lead and zine ores and metals were being imported in such increased quan- 
tities as to cause serious injury to the domestic industry. 


STATE DEPARTMENT OPPOSITION 


But, because of State Department opposition, the President did not follow 
the experienced advice of the Tariff Commission. He recognized, however, the 
injury to the mining industry and the need for relief in a directive establishing 
a stockpiling program for lead and zinc in August 1954. 

American producers of lead and zinc have been on the defensive against poli- 
cies that threatened to destroy their very existence for nearly 20 years. Workers 
in the mining industry believe in reciprocal trade, but they question the wisdom 
of Congress surrendering its authority over the Nation’s trade and commerce 
to the State Department. 

It is the responsibility of the State Department to look after our foreign in- 
terests, but who other than the Congress can American workers and producers 
look to for similar consideration? Experience indicates that for them under 
existing procedure survival has become a matter of executive discretion. Peril 
point and escape clauses provided by the Congress in trade acts for their protec- 
tion have been rendered meaningless. 

If the escape clause and peril point concepts and procedures are to serve any 
useful purpose for the protection of our industries, they should be allowed to 
function in good and proper cases where the need can be demonstrated on the 
basis of complete and convincing data. To deny this is a flout of the law. 


CONSEQUENCES OF DENYING RELIEF 


What have been the consequences of denying escape clause relief to the mines 
in the lead-zine case? 

Emergency action taken by the President in 1954, to provide a stockpile pur- 
chase program for lead and zine conceals temporarily but does not eliminate the 
problems of the mines. Imports of zinc ore and metal were greater in 1955 
than in 1954 when the President asked the State Department to see that foreign 
producers were not to take advantage of the stockpile purchases by increasing 
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their shipments to this country, and the heavy imports are continuing in 1956, 
But when stockpiling ends, what then? Or is the temporary prop to be made 
into a permanent crutch? 

Some 150,000 tons of the Nation’s annual zine production has been liquidated 
during the past few years. Unemployment and economic losses are troubling 
many mining communities. Small independent companies unable to obtain 
financial support because of inflationary cost increases have been forced out of 
existence. 


WORLD COMPETITION 


Prices of lead and zine are set in competitive world markets. Higher wage 
eosts and the expense of social responsibilities cannot be passed on to the con- 
sumer as is the case with the current round of higher wages in the manufacturing 
industries. Consequently the lead-zine mines, caught between rising costs and 
competitive prices of low-wage countries and devalued currencies are being 
squeezed out of existence. 

But is it the policy of Congress to liquidate small business and the employ- 
ment of workers dependent on the productive resources of this country? 

Notwithstanding the losses to the lead-zinc mines as a result of existing trade 
policy procedures the consumer has failed to benefit from cheaper metals. Be- 
eause of the trend toward greater dependence on other countries for sup- 
plies, metal prices are rising. Price increases for lead and zinc have been re- 
quired to attract more imports in order to replace the supplies wiped out in this 
country. Imports have taken over the major portion of the United States 
market for zinc, reversing the relationship that existed prior to the Korean war. 

The problem of the Nation’s lead-zine mines as well as that of other industries 
essential to the national defense and civilian welfare, is to compete with world 
prices that do not carry the higher wages, living standards and social benefits 
going to our workers. We no longer have the advantages of richer resources 
and better machinery and equipment. Our foreign aid programs are placing 
our competitors on an even footing in this respect. 


CONSTITUTIONAL RESPONSIBILITY 


The escape clause provisions of the Trade Agreements Act, as amended, afford 
a solution to the import problem, if fairly administered. The bipartisan United 
States Tariff Commission is competent to investigate and determine, under the 
escape clause and peril point provisions, whether or not an industry is essential 
to the national defense and public welfare, and whether or not the domestic 
industry requires protection to remedy serious injury caused by imports in in- 
creased quantities actual and relative to domestic production. 

Unfortunately the Tariff Commission is not allowed to function in this man- 
ner; unanimous bipartisan findings of the Commission are reported to the White 
House, there to be rejected through State Department influence. An escape 
clause amendment to the Trade Agreements Act requiring the Commission to 
report its recommendations to the Congress rather than to the White House 
would remedy the situation and possibly bring matters more closely in line with 
constitutional principles as well. 

The American people look to the Congress to exercise its constitutional re- 
sponsibility for their well-being in matters of trade and foreign commerce. We 
trust that the committee will recommend procedures that will restore to the 
Congress any surrender of authority assumed by other branches of the Govern- 
ment, or international bodies. Action by law rather than by administrative 


edict we believe to be the sounder procedure in matters affecting the people's 
livelihood. 





UTAH MINING ASSOCIATION, 


Salt Lake City, Utah, September 17, 1956. 
Hon. HALE Bocas, Chairman, 


Customs, Tariffs and Reciprocal Trade Agreements Subcommittee of the 
Committee on Ways and Means, House Office Building, Washington, D. C. 
Dear Mr. Boaes: Attached is a statement prepared by the Utah Mining Associa- 
tion on lead-zinec mining, which we present to your subcommittee for consideration 
in the hearings now being conducted. We submit this statement in support of 
the statement presented by Mr. Otto Herres, chairman of the National Lead 
and Zinc Committee, under date of September 14, 1956. 
Yours very truly, 


Mites P. Romney, Manager. 
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MEMORANDUM ON LEAD-ZINC MINING BY MILEs P. ROMNEY, MANAGER 
UtaH MINING ASSOCIATION 


The critical condition of Utah’s and other western lead-zinc mining is empha- 
sized by the recent closing of the New Park mine at Park City, Utah. 

Fifty-six Utah lead-zinc operations produced ore in 1948. 1956 finds small, 
independent lead-zine operations practically nonexistent in Utah. However, five 
major operations have remained active. Recently, New Park closed down after 
many months of continuous operating losses. United Park City Mines Co., 
also at Park City, reopened in 1954 after 2 years shutdown, but have operated 
on the loss side. Chief Consolidated Mining €o. at Eureka and Combined Metals 
Reduction Co. at Stockton and Bauer have continued to mine, but on a greatly 
restricted basis. United States Smelting Refining & Mining Co. has continued 
near normal operations at Lark, Utah. Thus, of the 5 major operations, 1 is 
closed, 3 are on a reduced basis compared with the period previous to 1952, and 
1 is producing at or near normal rates. 

That other western lead-zine mines have suffered similar fate is evidenced by 
the great reduction of lead and zine produced by Utah’s mills and smelters from 
the ore received from independent mine operators. These mills and smelters 
have long been the marketing outlet for independent mine operations in Utah and 
portions of Arizona, Colorado, California, Nevada, Idaho, and Montana. In 
1948, Utah mills and smelters produced 46,060 tons of lead and zine from the 
ore purchased from such mines. In 1955, they produced only 6,968 tons, or but 
15 percent of the 1948 tonnage. The record from 1948 to 1955 follows: 


Lead and zine produced by Utah mills and smelters from custom ore 


| | 
| Tons of lead | Tons of zine | Tons of lead | Tons of zinc 


37, 050 | end 0 wth 17, 853 
Seen: tas... 3, 97 10, 966 
Torn Wetec... .:......... " 678 6,915 
12, 433 || 198 3, & 3,078 
it | 








What has happened since 1948 to force so many mines to close and to so 
seriously threaten continued operation of those present surviving? Advocates of 
free trade and further tariff reduction on metals state that the closed mines were 
marginal in character and therefore uneconomic. Mines normally become mar- 
ginal and uneconomic when the grade of their available ore reserves becomes too 
low. 

The record, however, shows that average grade of ore from Utah’s mines has 
increased substantially while the economics of their operations have deteriorated. 


Comparison, 1948 and 1955 underground lead-zine mine production 


1 
Grade of ore per ton 
Year Ore ca aaa ictal 


al Bak 
i | i 
Gold Silver Lead | Zine 


Tons Ounces Ounces Pounds Pounds 
1, 287, 911 0. 044 , | 87.0 | 64.4 
698, 139 - 075 ¢ 137.4 119.4 


i 


The uneconomic aspect of lead-zinc mine operations is related almost wholly 
to the fact of greatly increased operating costs and failure of metal prices to make 
a compensating increase. 

a. base wage for miners is now 50 percent higher than the average for 
947-49. 

Freight rates on lead and zinc metal from mines to market have increased 
25 percent since 1948. 

Consumers Index, generally indicative of supply cost, is up 17 percent above 
the 1947-49 average. 

This means that mine-operating costs have gone up 30 to 35 percent varying 
from mine to mine and area to area. (Labor costs in Utah’s underground mines 
constitute approximately 60 percent of the total operating cost.) 

In the period 1947-55 metal prices for lead-zinc, gold and silver, the products 
of lead-zinec mines, have been as follows: 
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Table of metal prices, base period 1947-49 average 


| 
a Percent | Percent 

Period Lead of base “i of base Silver 
Es period 

} 


| 

| Cents Cents | Cents 
August 1947-49____ aaa 16.027 | 12.078 | 100 90.5 
August 1947-55 ldbakc 15. 336 | 95.8 | 13. 12 108.6 | 90. 5 | 


August 1955 | 5.14 | 04. 12. 23 101.6 90. 5 
Present (Septembe r 1956) - | }. | . 13. 50 111.8 90.5 


By comparison, for the same period, aluminum ingot price has increased 68 
percent, basic steel price 56 percent, and copper price 93 percent. 

It is almost amazing that any lead-zine mines can continue operations. Mining 
of higher grade ore and concentration on efficiency improvement have offset some 
of the cost-price differential. Improved efficiency is to be commended, but high 
grading of mines means an ultimate economic loss to the mines and to the general 
economy, in that lower grade ore is bypassed and in some cases lost. 

Drastically reduced import duties on lead and zine and an overstimulation of 
foreign production, much of it through use of funds advanced as grants and 
loans from our Government, are the basic causes of depressed prices. Those 
two factors, in their stimulation of excessive imports, have been predominate in 
creating conditions which have rendered our domestic mines marginal and 
uneconomic—not from a change of physical character of the mines, but from 
changes in their economic climate resulting from policies and acts in the fields of 
foreign trade and foreign aid. 

The severe import duty reductions on lead and zine made in trade-agreement 
negotiations are ilustrated below. These duty reductions have been discrimina- 
tory in character because the net result has served to reduce protection on lead- 
zine far greater than the reduction on most other dutiable items: 


Past and present duties on lead-zine metal 





| | | j 
Ad valorem| {Ad valorem| Present 

1930 tariff equivalent Present Present | equivalent | ad valorem 
duty rate | 1930 price of duty tariff duty price of duty as percent 
| rate rate of original 
ca | | ad valorem 
| 
| 


Cents Cents Percent Cents ‘ Percent Percent 
Lead (metal) __.__| 2. 125 5.52 | 38.5 1. 06125 ‘i 6.6 17.1 
Zine (metal) - _-__| 1.75 | 4. 556 38. 4 -70 . 5.6 14.6 


The 50 percent reduction of the cents per pound original duty rate on lead 
and the 60 percent cut on zine actually reduces protection to one-sixth of the orig- 
inal rate on lead and one-seventh on zine. In contrast duty cuts on other com- 
modities, selected at random from Tariff Commission schedules, illustrate the dis- 
criminatory nature of the cuts on lead and zinc. (Each item is protected by ad 
valorem import duty rates and, therefore, compensates for price increases. ) 


{In percent] 


os 
| Original Present 








Examples: 
Iron and steel forgings- 
Firearms 
Trucks 
Automobiles 
Airplanes_._. 
Shoes ‘ es 
Silver-plated ware__- 
Items manufactured of lead. 
Electric motors and parts...._- 


No cut. 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1691 


It is rather incongruous that labor and investment involved in the manu- 
facturing of lead products is protected by a 30 percent ad valorem duty rate, 
while the labor and investment in mining lead is protected by a rate as low as 
6.6 percent in its ad valorem application. Silver plate duties compared with 
duties on silver (none)also give food for thought. 

If the original duty on lead and zine had been 38 percent ad valorem rather 
than on a cents per pound basis, present duties on lead-zine, assuming a 50 
percent cut, would have been 19.25 percent on lead and 19.2 percent on zinc, or 
3.08 cents on lead and 2.58 cents on zine. 

Discriminatorily low duties and surplus world production have combined to 
invite excessive imports of lead and zine with inevitable price depression. The 
natural result has been domestic mine failures—again not from changes in 
physical character of the mines, but from conditions foreign to the economy in 
which they must operate. 

In 1947-49 domestic zine production averaged 620,200 tons. In 1954 it was 
467,000 tons, a drop of 25 percent. Lead production in 1947-49 averaged 394,900 
tons, but only 325,000 tons in 1954, a drop of 18 percent. Ninety hundred and 
fifty-five production for both metals improved slightly under the stockpiling 
program, which has furnished a temporary prop under prices—a day-to-day 
buffer against excessive imports of both lead and zine metal. 

In 1947-49 domestic mines produced 81 percent of domestically consumed slab 
zine and 52 percent of the new lead consumption. In 1955 domestic mines pro- 
duced but 47 percent and 44 percent respectively of that consumption. 

Temporary, stopgap type of measures and policies for mining will not serve 
to rejuvenate the closed down portions of the industry or to stimulate the crit- 
ically needed search for new ore reserves. Such measures are but serving to 
keep the stronger mines open while they liquidate their ore reserves. 

The industry needs the long range assurance of protection afforded by import 
duties and controls consistent with the cost of paying for labor, supplies, freight 
and taxes in our domestic economy. Failure to obtain such a long range basis 
for the industry will but assure its being “temporized” to death—a process well 
advanced among Utah and other western lead-zine mines. 


REYNOLDS METALS Co., 
Richmond, Va., October 15, 1956. 
The CHAIRMAN, SUBCOMMITTEE ON CUSTOMS, TARIFFS 
AND RECIPROCAL TRADE AGREEMENTS 
Ways and Means Committee, Washington, D. C. 


Dear Str: Enclosed herewith is the statement of Reynolds Metals Co. on 
tariffs on aluminum and aluminum products, which I should greatly appreciate 
your having included in the records of your committee. 

With best wishes, I am, 

Yours very truly, 
MAXWELL CASKIE, 
Assistant Vice President. 


STATEMENT OF REYNOLDS METALs Co., ON TARIFFS ON ALUMINUM AND ALUMINUM 
PRODUCTS 


The strategie and critical role of aluminum in national defense has been not 
only recognized, but emphasized, by the Government through its activities in 
stockpiling both bauxite, the raw material, and aluminum pig. Although mili- 
tary aircraft requirements for aluminum may change, all other forms of military 
demand continue to increase so sharply that total military requirements for 
aluminum are bound to be much higher in the years ahead than ever before. A 
domestic aluminum industry capable of supplying a tremendous quantity of 
aluminum in the form of pig, sheet, plate, foil, extrusions, rod, castings, forg- 
ings, wire, and powder is thus a prime military necessity. 

While this country has demonstrated that in an emergency it can build a tre- 
mendous aluminum producing capacity in a period of 2 or 3 years, many of our 
military leaders have predicted that future wars, if they come, will not permit 
us the luxury of preparation periods running over 1 or more year’s duration, 
but instead will require us to utilize plants and plant capacity in-being at the 
beginning of hostilities. In the interest of national defense, the Congress and 
the administrative agencies of the Government should encourage the greatest 
possible expansion of our primary aluminum industry and our aluminum fabri- 
cating industry. 
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While logic thus favors an encouragement of the domestic aluminum industry, 
the actual practice has been a constant chipping away by the administrative 
agencies of the protection afforded this industry by Congress, and the gradual 
decrease in protection has not been limited to any phase of the industry. For 
instance, the tariff on primary aluminum pig and ingot has been decreased in 
all but one multiple trade negotiation entered into by our Government since the 


passage of the Reciprocal Trade Agreements Act of 1934, as in indicated by the 
table which follows: 


TABLE 1.—Aluminum: United States tariff rates, 1930-56 








| Aluminum metal 





Tariff Act or trade agreement | 
Primary | Semifabri- 
|} cated 











Cents | Cents 

TE Ce BE a sia cineca tie aienn inated tie Reena adminis 4 | 7 
Trade agreement with United Kingdom, effective Jan. 1, 1939...........--_.._-- 4 6 
Trade agreement with Canada, effective Jan. 1, 1939___....._.....---.----.----- 3 6 
Geneva agrecmeant, efsetive Jam. 3; 100. .6 ooo nin anc oko ce es 2 3 
Torquay agreement, effective June 6, 1951.........-_---..--.--.---..-.-.-.--..-- 1.5 3 
Geneva agreement: ! 

ROOIG LV TUTE; BOO O a cei chebind sn nind ceed cdi ndcneeaewsbiised eek ested chs 1.4 2.8 

PeOGE OG SUNN A, BUT bi aka ccd ee ck sb ndeNbowabintic Hina Gita nda dade 1.3 27 

NOS SUT By BONO see cede A micaneclenessanidds chenaeesdgedssvebendns tot 1. 25 2.5 


1 This is a 3-step duty reduction, the first step having become effective on July 1, 1956. 


Despite vigorous protests by primary producers, particularly in the last 10 
years, the duty on aluminum has decreased from 4 cents per pound when primary 
metal was selling for 21 cents per pound, in 1939, to 1.4 cents per pound on metal, 
whose selling price is 25 cents per pound in 1956. Strangely, in none of the cases 
where the tariff on aluminum was reduced did the consumers or small-business 
men in the United States benefit by any decrease in the price charged by foreign 
suppliers. The immediate result of the various tariff concessions granted in the 
case of aluminum pig, has been to decrease the United States Treasury’s income 
from import duties while increasing the profit of the foreign producers. Foreign 
suppliers have continued to sell their aluminum pig in the United States at the 
prevailing prices charged by the domestic producers, downward revision of the 
duty notwithstanding. 

In the field of fabricated aluminum products, a somewhat different situation 
has prevailed. The tariff on each and every fabricated aluminum shape has not 
been reduced at each of the multiple trade negotiations, but all of them have 
been reduced in one or more such negotiations. Further, the imports of fabri- 
cated aluminum have not attained the quantities reached by imported primary, 
but they have been quite severe on individual segments of the aluminum fabricat- 
ing industry, principally the smaller businesses. Even the Department of Defense 
in purchasing many aluminum mill products has appeared to ignore the require- 
ments of the Buy American Act and has purchased aluminum mill products from 
abroad while the supplies in the United States were ample. Labor rates paid by 
manufacturers of aluminum mill products in the United States are so greatly in 
excess of those paid by foreign producers, and the labor factor is such a large 
element of the cost of aluminum fabricated products, that American producers 
of aluminum mill products cannot compete with foreign producers without tariff 
protection, nor compete for Government contracts without a sympathetic consid- 
eration of this condition. 

The history of the aluminum industry has been one of increasing demand over 
the long term, but has included a series of short-term surpluses. In order to keep 
abreast of the long-term demand, present United States primary producers, along 
with several companies which are entering the primary aluminum production 
field, have under construction at great cost an increase in productive capacity of 
approximately 50 percent over that of 1955. The industry is thus seeking to fill 
the gap between long-term demand for aluminum and long-term supply, but it 
needs protection against short-term surpluses. 

In order to encourage attainment of this supply-demand balance, Congress 
should remove aluminum from the list of items subject to reciprocal trade agree- 
ment negotiation; should increase the tariff rate on imports of aluminum, both 
primary and fabricated ; and, should strengthen the Buy American Act to require 
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the military departments to purchase their needed aluminum from domestic 
sources. 


PENSACOLA, FLA., September 15, 1956. 
Hon. HALE Boa6s, 
Chairman, Subcommitiee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, House of Representatives, 
Washington, D. C. 


Dear Str: In connection with the public hearings scheduled before your sub- 
committee for September 17-19, I wish to submit for your consideration condi- 
tions under existing laws which are detrimental to the expansion of world trade, 
but which could be minimized or eliminated by modification of Federal laws 
governing immigration, customs, and public health. 

1. There is a definite need of a change or modification of the examination 
for customs brokers. Years ago you could acquire a customs broker’s license 
without examination or with only a simple examination, consisting of the most 
basic questions. Today the examination has been made so complicated that 
I believe less than 5 or 6 people in gulf ports have passed the examination in 
several years. 

The head of customs for this customs district was in Pensacola last week 
and mentioned the fact that there is a lady working for a customs broker in 
Tampa who is sufficiently expert that the customshouse consults her when they 
are faced with complicated problems, yet she has been unable to pass the customs 
examination which she has taken several times. 

There are only two licensed customs brokers in Pensacola today, none in 
Port St. Joe, and none in Panama City. All of our customs brokers were present 
and all stated grave doubts that they could pass the examination today. 

While writing this letter, I have stopped and checked the classified section 
of the New Orleans telephone book, and could identify only 2 men who were 
not customs brokers when I started in the shipping business in that city in 
1934. With the men who held these complimentary licenses dying out and 
retiring, we in gulf ports are in a dangerous position of having a constantly 
decreasing number of customs brokers, while we are increasing our export 
and import tonnages. It presents one of the major complications in our efforts 
to expand imports which we must do to maintain exports. 

One solution to this problem would be to establish limited customs brokers 
licenses. The applicant would be required to take an examination based only on 
commodities which historically move through this customs district, and his license 
would limit him to making entries on these commodities. He would be required 
to be an expert on the products which he would be expected to handle, and the 
standards of the customs would not be lowered. If, later, other commodities 
started moving through his district, he could take additional examination to 
qualify to handle these commodities. 

Men who are experts on the customs requirements for logs, lumber, fertilizer, 
sisal, sugar, rum, molasses, and other commodities which traditionally and regu- 
larly move through gulf ports fail in their examinations because of lack of knowl- 
edge on wool, oil paintings, antiques, watch movements, industrial diamonds and 
hundreds of other articles that have been traditionally brought in through New 
York or Boston. 

This is, of course, only one suggestion of how the problem could be solved. I 
do, however, feel that some solution must be found, and soon, or else shipping 
through gulf ports will be handicapped. 

2. Vessels could be dispatched more promptly and considerable savings in 
expenses and in cost of transportation of merchandise made if the laws would 
be amended to permit their bunkering prior to clearance by customs, immigra- 
tion, and public health. A vessel arriving in a United States port after 6 p. m. 
could save both time and money if vessel were able to bunker on the night of 
her arrival, and shift to loading berth for boarding by Government agencies at 
7 a.m., in overtime, to permit loading to commence at 8 a. m. 

Under existing laws, vessel having 1-day loading in her first United States 
port could be boarded by Government agencies at 7 a. m. and commence loading 
at 8 a. m. If her cargo could be loaded within regular working hours, she 
would complete loading at 5 p. m. and would then have to shift to the bunker 
dock, with a resulting delay in her departure from the port of from 4 to 6 hours. 
Loss in efficiency of operation is costly to the steamship company and is reflected 
in constantly increasing ocean freight rates, which are now a special handicap 
of high-priced United States exports on the price-conscious world market. 
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3. Steamship companies have repeatedly sought changes in Government regu- 
lations which would permit public-health officials to board vessels after 6 p. m., 
steamship companies volunteering to pay the overtime. Legislation permitting 
this desirable practice has been proposed before every session of Congress since 
President Truman vetoed H. R. 6253. Unfortunately, necessary legislation to 
authorize United States Public Health Service to provide a 24-hour quarantine 
inspection of vessels entering United States ports has never been passed. Pas- 
sage of this legislation is especially important to small ports which are added 
to vessels’ schedules when and if sufficient cargo offers. It is even more impor- 
tant from the standpoint of United States merchant shipping. 

American-flag ships find it efficient to work vessels in overtime hours in view 
of their high overhead. Operating a normal American-flag ship runs approxi- 
mately $3,000 per day. The overtime differential for 8 hours is usually less than 
a third of this amount. Foreign-flag vessels, of corresponding size, with much 
lower overhead, will carry increasing shares of the cargo from smaller United 
States ports, as long as it remains impossible for a vessel coming from abroad 
after 6 p. m. to work until the following morning. 

I do hope that your subcommittee will give careful consideration to the three 
points which I have made above, as I feel that they are very important to the 
expansion of United States commerce. Dependent as we are today on sources 
abroad for 50 percent of our raw material, world trade, both import and export, 
will play an increasingly important role in our future security and economic 
development. We therefore must approach the problems of world trade far 
more realistically than we have in the past. 

Yours very truly, 
JOHN A. MERRITT & Co., 
G. E. Roper, Jr., T'rafic Manager. 


House OF REPRESENTATIVES, 
Washington, D. C. October 9, 1956. 
Hon. HALF Boags, 

Chairman, Subeommittee on Customs, Tariffs, and Reciprocal Trade 
Agreements, Committee on Ways and Means, House of Representatives, 
Washington, D.C. 

DEAR HALE: You will please find enclosed herewith a letter I have received from 
Mr. G. 8S. Tompkins, president of American Viscose Corp., setting forth certain 
problems confronted by the corporation in the general area of the subcommittee’s 
inquiry. 

I shall appreciate it very much if you would authorize the consideration of 
this matter which I feel it should receive. 

With kindest personal regards, I am, 

Sincerely, 
RicHarp M. Simpson, 
Member of Congress. 


AMERICAN VISCOSE CorpP., 
Philadelphia, Pa., October 4, 1956. 
Hon. RicHArp M. SIMPSON, 
House of Representatives, Washington, D. C. 


Dear Mr. Simpson: This is to request your assistance in the matter of pro- 
tecting American business in export trade financed by the United States, a 
problem originally laid before you by letter of November 25, 1955, by the late 
Mr. John W. Geary, Jr., then our export manager, and since continued through 
Mr. Francis E. Simmons, manager of our Washington office. 

Your very kind letter of July 9, 1956, to Mr. Simmons enclosed a communication 
of July 3 from the International Cooperation Administration which is, as your 
letter acknowledges, “not particularly satisfactory” from our point of view. Yet 
it seeems to be the best that we can expect from the Administration under their 
authorization in the Mutual Security Act of 1954, as amended. Accordingly, 
we would appreciate your submitting the following facts to the House Ways and 
Means Subcommittee on Customs, Tariffs, and Trade Agreements, to see if some 
aid to American industry can be obtained by application of the Buy American 
Act to purchases financed through ICA. If such steps do not succeed, it may be 
desirable ultimately for the Congress to amend the language of the Mutual 
Security Act, behind which ICA takes refuge. 
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To summarize our experiences, we relate first the bid invitation of the United 
Nations Korean Reconstruction Agency in July 1955 (No. 431, P. S. 209) for 
700 long tons or roughly 142 million pounds of 120-denier rayon yarn for delivery 
180 days from date of order. This would have been a most desirable order inas- 
much as our rayon plants, including Lewistown, had been obliged to curtail their 
output and employment. The American Viscose Corp. bid of 60 cents a pound if 
packed in our regular export cartons or 6144 cents per pound if packed according 
to specifications, was approximately 22 cents below list prices. We were the 
lowest American bidder, but the business was placed abroad with British, French, 
and Italian producers at prices ranging from 42 to 45 cents free alongside ship, far 
below the home market prices for this commodity in each of these three countries. 
While this represented economical buying by UNKRA, it was certainly no con- 
solation to our industry, running on short time, to be victimized by foreign com- 
petitors dumping abroad and being paid with American dollars, acquired in part 
from our substantial taxes. 

Our most recent experience stems out of dealings with the International Co- 
operation Administration whose small business circulars in March, April, and 
May showed authorizations for rayon yarn, acetate yarn, rayon staple, and spun 
yarn in amounts estimated to cost in excess of $10 million. The rayon and acetate 
industry has been sorely depressed this year by cutbacks in automobile produc- 
tion and residential housing, as well as by slackness in the apparel textile in- 
dustry, so that this American Government-financed foreign business was most 
inviting. However, it was not to be our lot. 

We were advised by an American consul general dispatch from Kobe-Osaka, 
Japan, dated June 7, 1956 (Foreign Service Dispatch No. 178), that the trade 
report that South Korea would “purchase Japanese rayon with funds allocated 
by the International Cooperation Administration marked the beginning of a 
period of activity in (Japanese) export sales of rayon goods sufficiently brisk 
to be characterized by some as a boom. * * * The news that South Korea stood 
ready to buy up to $7 million worth of Japanese rayon had a stimulating effect 
upon Japan’s other markets * * * particularly Communist China.” 

Just what part of this business Japan may have obtained we cannot learn, 
inasmuch as ICA describes these as “commercial transactions” on which they 
do not maintain a record. ICA, instead of buying rayon in behalf of Korea as 
UNKRA did, extends credit to their Government which parcels it out to numerous 
textile firms. These firms then draw on United States Government dollar credit 
to buy in any country they choose. ICA thus attempts to divorce itself from 
record or responsibility as to where the rayon may ultimately be bought. We 
have been reliably advised that some of this recent business in rayon yarns again 
has gone to Italy, 120-denier rayon on skeins reportedly having been delivered 
cost and freight Korea at 50 cents per pound. This yarn would list at about 90 
cents a pound in the United States. Again, this may represent economical use 
of ICA funds in support of foreign business, but it is absolutely no consolation 
to depressed American industry. 

We have tried all in-channel means to secure relief but without any success. 
In essence, we have been told by ICA that they could not be responsible for 
our poor fortune at the hands of UNKRA where the Government itself was 
buying, nor can they be responsible for our similar experience in recent “com- 
mercial transactions” since ICA deals only with the Korean Government. ICA 
officials have admitted that some part of our Federal Government, presumably 
Congress, does have the responsibility of protecting domestic industry, but that 
is not the responsibility of ICA under its terms of authority supplied by the 
Mutual Security Act of 1954 as amended. By letter of July 3, 1956, Guilford 
Jameson, Deputy Director of ICA Congresional Relations, stated: 

“It is believed that the foreign interests of the United States and the purposes 
of the Mutual Security Act are best served by a policy which permits all free 
world countries, including the United States, to compete for ICA-financed 
procurement. 

“Of further interest to you may be the fact that, since the beginning of the 
foreign assistance programs administered by ICA and its predecessor agencies, 
approximately 70 percent of all funds for material has been spent initially in 
the United States.” 

The statement that 70 percent of all funds for material has been spent 
initially in the United States seems impressive. It might bear some examination 
particularly to determine if it includes that portion of ICA annual credit based 
on the disposal of surplus agricultural commodities, a very sizable item. This 
is another phase of ICA operations for which they claim to be unable to con- 
trol the result. To take an actual example, surplus wheat, paid for by American 
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tax dollars, may be sold to Italy for lira which are subsequently returned to 
Italy by ICA in payment for Italian rayon for Korea. This is another of the 
blank walls that has faced us in our efforts to secure some relief for depressed 
American industry while our tax dollars were being spent to underwrite foreign 
industry, sometimes to the point of creating a boom, as mentioned in the Kobe 
dispatch. 

Further, for your convenience, ICA cites as the specific authority for its present 
policy of opening its purchases to all free world countries these sections of the 
Mutual Security Act of 1954: 

“Sec. 413. ENcOURAGEMENT OF FREE ENTERPRISE AND PRIVATE PARTICIPATION.— 
(a) The Congress recognizes the vital role of free enterprise in achieving rising 
levels of production and standards of living essential to the economic progress 
and defensive strength of the free world. Accordingly, it is declared to be the 
policy of the United States to encourage the efforts of other free nations to in- 
crease the flow of international trade, to foster private initiative and competi- 
tion, to discourage monopolistic practices, to improve the technical efficiency of 
their industries, agriculture and commerce, and to strengthen free labor unions; 
and to encourage the contribution of United States enterprise toward the eco- 
nomic strength of other free nations, * * * 

“Seo. 510. PurcHAsE oF CoMMoDITIES.—No funds made available under title 
II or chapter 3 of title I of this Act shall be used for the purchase in bulk of any 
commodities at prices higher than the market price prevailing in the United 
States at the time of the purchase adjusted for differences in the cost of trans- 
portation to destination, quality, and terms of payment. A bulk purchase within 
the meaning of this section does not include the purchase of raw cotton in bales. 
Funds made available under title II or chapter 3 of title I of the Act may be used 
for the procurement of commodities outside the United States unless the Presi- 
dent determines that such procurement will result in adverse effects upon the 
economy of the United States, with special reference to any areas of labor sur- 
plus, or upon the industrial mobilization base, which outweigh the economic 
advantages to the United States of less costly procurement abroad.” 

Another evidence of the futility of seeking administrative relief is the follow- 
ing reply from the Business and Defense Services Administration, United States 
Department of Commerce, dated September 25, 1956, to our inquiry as to whether 
the textile industry in general or the rayon staple industry in particular might 
obtain some part of the ICA-financed business under the provisions of section 
510 of the Mutual Security Act, just quoted: 

“As promised in my letter of August 27, I have discussed with several staff 
members the ICA situation so ably presented in your letter of August 1. Overa 
period of years, actually going back to 1948, this Department has made numerous 
approaches to ICA and its predecessor agencies to provide for more direct par- 
ticipation by United States industries in the foreign-aid program. Our efforts 
never bore any fruit. The procurement policies stated in your letter were rather 
solidly established at the outset and, if anything, have become more firmly 
entrenched with the passing of time. 

“Because of our past lack of success, after strenuous efforts, in obtaining any 
change in ICA policy in the specific area of your interest, I am convinced that 
getting a Presidential determination under section 510 would be impossible. I 
know this is not the answer you would like to hear, but it has been reached after 
numerous discussions and a very careful appraisal of the entire situation. A 
more encouraging response, in my best judgment, would be misleading but if 
you care to discuss this further at any time, please do not hesitate to call me.” 

Our export department advises that other countries, as for example France 
and the United Kingdom, insist where they are financing foreign aid that the 
money be spent initially for their products. This is said to have been the case 
on some of the rayon purchases by UNKRA last year. It would be necessary 
for Congress to change the language of the Mutual Security Act, but it would 
seem quite timely for our Government to take a similar interest in its domestic 
industry. This becomes all the more imperative at a time when the domestic 
textile industry is distressed over having to maintain the highest labor standards 
in the world at the same time it sees its protective tariffs being whittled away 
a - obliged to witness its own Government financing competitive industry 
abroad. 

We sincerely appreciate your interest in this problem and your endeavor to 
obtain a remedy. Let us know if we can assist you further toward that end 
and be assured of our deep appreciation. 

Sincerely, 
G. 8S. Tompkins, President. 
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NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION, 


New York, N. Y., October 10, 1956. 
Hon. HALE Boe6s, 
Chairman, Subcommittee on Foreign Trade, House Ways and Means 
Committee, House of Representatives, Washington, D. C. 


Dear Sir: I am writing on behalf of the import committee of the National 
Electrical Manufacturers Association to bring to the attention of your committee 
an important aspect of the overall problem of governmental foreign-trade policies. 


I. RELATIONSHIP TO FOREIGN ECONOMIC POLICY OF THE UNITED STATES 


Actually, while the problem with which we are concerned relates to govern- 
mental procurement, it is in its fundamental form a problem more of defense 
policy than of foreign economic policy. 

The issues raised relate solely to the strategy of peacetime procurement. of 
products critical to our wartime production and to our preparedness for war. 
Specifically, it is our purpose to urge upon you the critical importance of sound 
governmental procurement policies with respect to certain equipment for the 
generation, transmission, and distribution of electric power, which is essential 
to our national defense. 

They keystone of this presentation is that domestic procurement of these 
products is a matter of the utmost importance to our national security, and hence 
such domestic procurement is not inconsistent with those portions of the Presi- 
dent’s foreign economic program which call for a general relaxation of the 
barriers against foreign procurement, The objective which the President cites, 
of securing the highest possible level of trade is, in his words, to be attained “in 
a manner that is consistent with our national security.” Similarly, with respect 
to the buy American legislation, the President expressly recommends that ex- 
emptions from the present legislation be permitted “‘except where considerations 
of national security require otherwise.” Concededly, any policy which ignored 
this paramount interest of national security would be nothing short of fool- 
hardy. 

We recognize, of course, that it is a keystone of governmental policy to seek 
national security by strengthening our friends abroad, and surely no one can 
quarrel with a program designed to minimize the necessity for further foreign 
aid by enhancing opportunities for increased trade. It is, however, our convic- 
tion that the enhancement of our allies and of other nations may be equally well 
accomplished in areas which do not impinge upon the security and soundness of 
our preparedness program. Where a procurement policy threatens such se- 
curity and such soundness, then, as the President suggests, considerations of 
foreign economic policy must yield to the overriding importance of our defense 
program. 

Accordingly, it is the purpose of this presentation to demonstrate that— 

(a) the commodities with which we are here concerned are of a critical 
defense nature, inherently essential to our ability to prepare for and our 
ability to survive any war emergency : and 

(b) the procurement of these products from domestic suppliers is essen- 
tial to our national-defense effort. 


II. CATEGORIES OF EQUIPMENT WITH RESPECT TO WHICH THIS PROPOSAL IS MADE 


The heavy equipment for the generation, transmission, and distribution of 
electric power which is essential to the national defense and for the supply of 
which bids of foreign producers should not be invited or entertained is the 
following: 

1. Switchgear, including breakers, disconnect switches, lightning arresters, 

and associated gear, above 10 kilovolts. 

Transformers, above 10,000 kilovolt-amperes. 
Instrument transformers, above 50 kilovolts. 
Motors, a. ec. and d. ¢c., above 500 horsepower. 
Hydraulic turbines, governors, and generators. 
Synchronous condensers, above 10,000 kilovolt-amperes. 
These products represent only a very small percentage of the total products 
within the scope of the electrical manufacturing industry. They have in common 
a number of highly critical characteristics. They are, for the most part, prime 
capital goods representing large, long-term investments both in the basic peace- 
time economy of the United States and in the Nation’s defense potential; they 
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are inherently related to the generation, transmission, and distribution of elee- 
tricity in our vast electric-power programs; they are custom designed and custom 
made; and they are, almost without exception, enormous mechanisms involving 
in many instances millions of pounds of material and hundreds of thousands of 
skilled man-hours. Construction of some of the larger units takes literally 
years to complete. A single custom-built turbine, water-wheel generator or 
transformer, for example, may cost hundreds of thousands of dollars and have 
an expected continuous life of over 50 years, if properly serviced and maintained, 
Just one of the generators called for by the McNary Dam bids is equivalent to 
material used in 530 large automobiles or 7,000 large-size refrigerators. It 
requires over 3 million pounds of metal and 550,000 man-hours of skilled labor. 
After installation, these units play an important role in supplying a continuous 
flow of essential electric power to every sector of the American economy: the 
productive capacity of the Nation is directly dependent upon their efficient and 
continuous operation. 


Itt. IMPORTANCE OF THIS EQUIPMENT TO THE NATIONAL DEFENSE 


It is generally conceded that industrial production is the most important 
factor in national defense. It is equally true that industrial production is com- 
pletely dependent, region by region, on the continuous flow of vast quantities of 
uninterrupted electric power. Without this electric-power supply, America, in 
time of war or national emergency, would be helpless. 

These propositions, and the critical role played by heavy equipment for the 
generation, transmission, and distribution of electric power in time of war, can 
be readily documented by reference to recent experience. Reports of the stra- 
tegic bombing survey and other official Government studies describing and ana- 
lyzing World War II experience, emphatically document and underline the 
significant role played by electric power and the heavy equipment that generates, 
transmits, and distributes it during a major war. 

Since the end of World War II, American industry’s dependence upon electric 
power has continued to increase and, furthermore, has increased at a rate greater 
than ever before. In the relatively short time of 9 years, from 1946 through 1955, 
more equipment for the generation, transmission, and distribution of electric 
power will have been produced and put in service than was produced and put 
in service in the previous seventy-odd years. A large percentage of this total 
increase, furthermore, has been directly connected with the activities of the 
Atomic Energy Commission in the production of fissionable materials for use in 
our most critical weapons for the Nation’s defense. In addition to supplying elec- 
tric power directly to the Armed Forces, substantial quantities are supplied to 
industries which furnish products directly to the Armed Forces and the Atomic 
Energy Commission, make use of priority materials, and are included in the 
defense-planning lists of the Department of Defense and the Office of Defense 
Mobilization. 

The Government itself has many times recognized the integral role played by 
such heavy equipment for the generation, transmission, and distribution of elec- 
tric power in the defense effort. Manufacturers of this equipment have been 
awarded certificates of necessity for accelerated tax amortization to encourage 
the creation of new facilities for the production of this equipment. In many in- 
stances, producers of this equipment have been allocated priority materials. 
The equipment itself is among the items critical to the national defense which are 
included in the defense-planning lists of the Department of Defense and ODM. 

Specific illustrations of the recognition given by the Government to the impor- 
tance of this equipment to the national defense are numerous. For example, in 
1952 the Government concluded that an expansion of the Nation’s atomic-produc- 
tion facilities was needed in the interests of national security. New gaseous 
diffusion-production plants were authorized for Oak Ridge, Tenn; Paducah, Ky.: 
and Portsmouth, Ohio. In order to provide these plants with the needed power, 
the Atomic Energy Commission negotiated for the construction of new electric 
powerplants, and for major expansions in existing plants. The Commission 
requested special legislation to authorize it to enter into long-term power con- 
tracts. The Joint Congressional Committee on Atomic Energy reported the legis- 
lation favorably, and in doing so laid great stress upon the critical importance of 
power : 

“Without this generating capacity, the gaseous-diffusion plants are useless, 
and any delay in getting power to the gaseous-diffusion plants will delay the 
production of atomic-weapons materials.” (Joint Committee report, H. Rept. 
676, June 26, 1953, and S. Rept. 477, June 29, 1953, 88d Cong., 1st sess.) 
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Further recognition of the importance of these products to the national defense 
is apparent in the action of the Government itself in applying the Renegotiation 
Act of 1951. Virtually all Government purchases of heavy equipment for the 
generation, transmission and distribution of electric power are made by five 
Government agencies: The Corps of Engineers, Department of Defense; the 
Bureau of Reclamation, Department of the Interior; the Bonneville Power Ad- 
ministration, Department of the Interior; the Atomic Energy Commission; and 
the Tennessee Valley Authority. Materials covered by orders placed by each 
one of these agencies are, by Executive order, classified as defense materials and 
are subject to the Renegotiation Act. The declared policy of this statute points 
clearly to the purpose : 

“* * * the Congress has made available for the execution of the national 
defense program extensive funds * * * for the procurement of property, proc- 
esses, and services, and the construction of facilities necessary for the national 
defense; that sound execution of the national defense program requires the 
elimination of excessive profits from contracts made with the United States * * * 
in the course of said program * * *.” [Emphasis added. ] 

It is in the light of these facts that the possible effects upon “national security 
interests” of increasing purchases of foreign-produced heavy equipment for the 
generation, transmission, and distribution of electric power must be considered. 


IV. IMPORTANCE OF PURCHASING THIS EQUIPMENT FROM DOMESTIC MANUFACTURERS 


A. Availability of maintenance and repair services and materials 

The differences between the ability and willingness of foreign and domestic 
suppliers to service and maintain their equipment after installation are great. 
The United States industry manufacturing these products is fully equipped to 
undertake the maintenance and servicing of its products throughout the country. 
For this, it maintains a field staff consisting of over 3,000 engineers and over 
5,000 technicians and highly skilled workers located widely throughout the United 
States. These are in addition to research, development, and design engineering 
staffs. The geographical coverage is such that within a few hours practically 
every important power generating station or manufacturing plant can be reached. 
Supporting this service are manufacturing plants in many cities across the 
country, well-equipped repair shops located in every important center, and ware- 
houses for finished parts, complete products, and materials. The personnel 
which supervise and perform this fieldwork are highly trained and have skilled 
and intimate knowledge of the equipment; many of them are specialists. 

The activities of these field engineers and technicians include preventative 
maintenance of the equipment to insure its continued effective operation, repair 
of accidental damages, and training the personnel of the user in the operation 
of the product. Standards prevailing in this aspect of the work of the United 
States electrical manufacturing industry compare with those for the production 
of the equipment itself. 

On the other hand, it is necessarily impossible for a foreign supplier to maintain 
in this country a service force and stock of replacement materials in any way 
comparable to those maintained by the domestic industry. Most often there is 
none at all, or the responsibility for keeping on hand a small supply of parts is 
subcontracted out to an American company, whose staff may or may not be 
able to handle complicated repair or maintenance problems. Certain foreign 
manufacturers now maintain small shops and stores of supplies in Canada, but 
these facilities are not, nor are they held out to be, adequate to handle major 
repairs or to produce replacement parts. In time of actual military emergency, 
when the role of the equipment becomes most critical, it may be entireley impos- 
sible because of the international situation, the problems of the foreign supplier 
in his own nation, for security reasons, or otherwise, to obtain adequate service 
or replacement material of any suitable type for the foreigh equipment. 

Furthermore, although the United States electrical manufacturing industry 
is well-equipped to service and speedily repair breakdowns of equipment of 
domestic manufacture, it cannot provide comparable service for foreign-built 
equipment. 

This inability of United States industry to repair or replace foreign-built 
equipment during time of war is due to— 

(i) lack of standardization of parts: 
(ii) necessity of bringing here repair or production tools before such 
repair or replacement would be possible; 
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(iii) lack of complete blueprints or of access to manufacturing speci- 
fications or information treated as trade secrets ; 

(iv) differences in the types of alloys used in foreign-built products; 

(v) difficulties in replacement because of greater amount of hand labor 
involved in construction of the foreign-built products ; 

(vi) differences in sizes and parts due to use of foreign specifications and 
systems of measure; and, 

(vii) differences requiring specialized skills or knowledge of foreign 
specialists to repair. 

The experience with equipment of foreign manufacture, available from 
instances in which American manufacturers have been asked to service, replace, 
or rebuild such equipment, clearly indicates the hazards of purchasing essential 
equipment from foreign manufacturers. 

Several conclusions can be drawn: 

1. Foreign suppliers cannot be depended upon, often for reasons outside their 
control, to deliver heavy equipment for the generation, transmission, or dis- 
tribution of electric power in accordance with their undertakings. 

2. Foreign suppliers cannot assure fast and efficient service and replacement 
in case of breakdown. In wartime, they may be able to provide no such service 
at all. 

3. Where there are breakdowns after installation of foreign equipment, Amer- 
ican manufacturers will often be unable to provide the necessary major repair 
services. Where the repair work is possible, it will usually involve long, unavoid- 
able delays and large commitments of scarce manpower and material. 

Thus, insofar as essential equipment for the generation, transmission and 
distribution of electric power produced by foreign suppliers is purchased for 
installation in the United States, there will follow a reduction in the defense 
potential of the American economy, and an increase in the risk of serious 
disruption of an all-out mobilization. 


B. Economic impact on domestic manufacturers of purchases of heavy electrical 
equipment from foreign producers 

To the extent that the Government continues to accept bids from foreign 

producers to supply such heavy equipment, the American heavy equipment 

industry is less likely to remain solvent, intact, and able to respond to calls 


for defense production in an emergency. 

First, Government orders for such heavy equipment represent a large propor- 
tion of the total business of this branch of the industry. For example, in Sep- 
tember 1954 orders for two hydraulic turbines were awarded to the English Hlec- 
tric Co. on a bid of slightly over $1 million. That single award gave to England 
40 percent of the entire hydraulic turbine business in the United States in the 
year 1954. Heavy equipment of this type is a very specialized segment of the 
overall industry, and its scale of operations can be seriously reduced by the loss 
of a comparatively few individual orders. 

Second, the level of operations of this branch of the industry is already seriously 
low, and projections for 1957 and future years present cause for alarm. Recent 
data shows that governmental orders from foreign manufacturers for these classes 
of equipment for the first half of 1956 were nearly double the sum of the entire 
calendar years 1954 and 1955 combined. Advance orders for 1957 and later, on the 
basis of a typical 2-year production period and applying ordinary projection fac- 
tors, raise the question of whether the branch of the industry producing these 
classes of equipment must not plan seriously to curtail its scale of operations. 
Open capacity already exists or will come into being in the near future to a large 
extent because of loss of business to foreign producers. Expansion of output in 
time of war could be accomplished only over a long period of time because of 
the high capital equipment requirements of this industry. Many manufacturers 
of this equipment are already located in areas classified by the Department of 
Labor as surplus labor areas with considerable local unemployment due to re- 
duced levels of operation. The diversion of orders for such heavy equipment to 
foreign manufacturers while the domestic industry, recognized to be essential 
to national defense, is in danger of being forced to curtail operations in distress 
labor areas, can only result in a loss of specialized engineering and labor skills 
and a reduction of essential research and development activities that could not 
speedily be replaced. 

1. Reduction in essential research and development.—The efficacy of electrical 
research is amply demonstrated by the tremendous progress of the industry within 
this country. The Stone & Webster report shows that 19.8 percent of the scien- 
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tists and engineers engaged in manufacturing industries in this country in 1951 
were in the electrical manufacturing industry. Of the funds spent for research 
and development by all manufacturing industries in 1951, 24.5 percent was spent 
in the electrical manufacturing industry. Research and development funds in 
1951 amount to 6 percent of the sales dollar in the electrical industry. The cor- 
responding amount spent by all manufacturing industry was approximately 2 
percent. 

The Stone & Webster report goes on to point out that: 

“* * * This research, development work, and the planning service so essential 
to the continuing expansion and increased availability of power in the United 
States is supported by the sale of electrical products. 

“Such service is not available in this country from others than the United 
States electrical manufacturing industry. Foreign manufacturers do not incur 
a proportionate share of the cost of this research, development, and planning 
service * * *,” 

Insofar as operations of the American heavy-equipment industry for the genera- 
tion, transmission, and distribution of electric power are curtailed, vital research 
and development activity will be restricted. 

2. Loss of skilled workers.—The cost of research and development is not the 
only item supported by the sale of such equipment. That which would perhaps 
be even more difficult to replace is the supply of skilled workmen trained in some 
of the most exacting tasks in all industry. The workmen in this industry are men 
in the nature of master craftsmen whose peak efficiency can be achieved only 
after years of training and experience. There is little likelihood in the foresee- 
able future that these craftsmen can be replaced with mechanized operations. 
The basic reason for this is that each piece of power producing equipment is a 
special custom-built item, not adapted to quantity production. Needless to say, 
it is axiomatic that in the absence of sufficient employment opportunities the 
special skills which these workers have developed will be lost as they turn to 
cther less exacting jobs either in or altogether outside of the electrical industry. 
Part of the labor force possessing the specialized skills for the production of this 
heavy equipment has already been laid off temporarily or permanently because 
of reduced levels of operation in the industry. The specialized skills of this labor 
force, once lost, cannot in time of war be replaced in a short time. 


Vv. SUMMARY 


For the foregoing reasons we believe it to be essential to the national defense 
of this country that no heavy equipment for the generation, transmission, or 
distribution of electric power be ordered from outside the United States, par- 
ticularly where that equipment is to be installed in Government power develop- 
ments which may play an important role in defense mobilization. This result 
could be accomplished by a governmental determination that the refusal to invite 
or entertain bids by foreign producers to supply such equipment is, in the present 
circumstances, “necessary to protect essential national security interests.” 

Respectfully submitted. 

A. F. MEtz, 
Chairman, Import Committee. 


JEANNETTE, Pa., September 24, 1956. 
SUBCOMMITTEE ON CUSTOMS, TARIFFS, AND RECIPROCAL TRADE AGREEMENTS, 
House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


GENTLEMEN: I am forwarding herewith, in duplicate, information pertaining 
to our company’s position with reference to foreign competition on hydroelectric 
generators. This information has been sent out under the signature of Mr. F. E. 
Millan, sales manager of our electric division at Ridgway, Pa., and consists of 
the following: 

1. Letter of January 25, 1956, to Hon. Leon H. Gavin; subject: Foreign Com- 
petition. 

2. Letter of February 10, 1956, to Mr. L. N. McClellan; subject: Generator for 
Roza Powerplant. 

3. Letter of March 2, 1956, to Senator J. H. Duff ; subject: Foreign Competition. 

4. Letter of February 6, 1956, from the United Steelworkers of America, CIO, 
Local 1898, addressed to Senator J. H. Duff. 
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5. Excerpt from the April 2, 1956, issue of Electrical World; subject: Equip- 
ment Maker Protests. 

The position of Elliott Co. is clearly outlined in these letters, and we would 
like to have them read before the committee as evidence of the effects of foreign 
competition to industry in general—and to Elliott Co. in particular. 

In closing, I would like to state that the phrase “trade not aid,” if rigidly 
interpreted, will have serious implications to the livelihood of many American 
workers. In the case of our industry, we do not feel that it is advantageous to 
the economy of America to permit the import of competitive goods which are 
produced in foreign countries at labor costs 50 to 90 percent lower than our 
average labor costs, especially when the labor content of the product is a high 
percentage of the total cost. 

Very truly yours, 
E.viott Co., 
W. A. Exuiort, President. 


Riwweway, Pa., January 25, 1956. 
Subject: Foreign competition. 
Hon. Leon H. GAVIN, 
New House Building, 
Washington, D. C. 


Dear Str: We have just been advised of the results of the bidding on two 13,333 
kilovolt-ampere, 180 revolutions per minute alternating current generators for 
hydraulic turbine drive for Glendo power plant, Missouri River Basin project, 
Bureau of Reclamation, United States Department of Interior, specifications No. 
DC—i483. Bids were opened in Denver at 2 p. m. mountain standard time, Jan- 
uary 24, 1956. The Elliott Co. is reported to be the low domestic bidder with a 
total of $614,500, for the two generators and spares, f. 0. b. Ridgway, Pa. Two 
foreign bidders were considerably below our bid. These are Stab. Elettromec- 
eanici Riuniti Ansaldo-San-Glorgio, of Genona, Italy, at $478,000, and American 
Elgin Corp., of New York City, but to be manufactured at their plant at Weiz, 
British Zone, Austria, at $523,805. The foreign bids included transportation 
to the dam site and 15 percent United States import duty. 

Executive Order 10582, dated December 17, 1954, issued by President Hisen- 
hower establishes that a bid of like materials of domestic origin is unreasonable 
if it is more than 6 percent above the foreign bid. You will observe from the 
above bid results that the differential is considerably more than 6 percent. Also 
that if you put the bids on a comparable basis some $13,000, would have to be 
added to our bid to cover freight on two generators from Ridgway, Pa. to the 
dam site. 

For the last year or so we have not seriously bid on generators for either 
Bureau of Reclamation or Corps of Engineers projects because of foreign coni- 
petition and the so-called white sale in the electrical industry. Inasmuch as the 
white sale appeared to have died down and recent foreign bids on generators for 
Corps of Engineers and Bureau of Reclamation projects appeared to be not more 
than 25 percent below published prices for such equipment in this industry, we 
decided to make a complete design on the generators for this project and a care- 
ful cost analysis to see if we could submit a bid which would be competitive with 
the level of recent foreign bids on such equipment. After spending considerable 
time and effort, we decided we could reduce our price from published prices ap- 
proximately 22 percent which meant cutting our price to the bone and leaving 
only a few percent profit after applying every economy in design and manufac- 
ture we could conceivably use. We felt that such a bid might possibly 
make us competitive if allowance was made for the 6 percent established in the 
Executive order. You see the results. The foreigners just went still lower 
which frankly was not unexpected. They have been bidding only as low as 
necessary to obtain the American business. Even if the Executive order 
had established a 25 percent differential, we believe the foreigners would be able 
to go still lower for many reasons. One basic reason is hourly wages. From a 
report prepared by the National Industrial Conference Board dated November 
1953 and titled “The U. S. and Its Foreign Trade Position—The Electrical Man- 
ufacturing Industry’” in section 4 “Comparative Production Costs, United 
States and Compeling Foreign Countries” and table I “Total Hourly Wages and 
Wage Supplements—Electrical Machine and Equipment Industry,” competitive 
wages are given from 1938 through 1952. For 1952, Italy is shown as 234.30 
lira which converted to United States dollars is 3714 cents. Austria is not 
shown but I believe it is comparable to Switzerland which is 1.99 francs or con- 
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verted to United States dollars, 45.6 cents. The same table shows United States 
at $1.913. The hourly wages and wage supplements for 1952 for the Ridgway 
division of the Elliott Co. are the same as that for the industry and consist of 
$1.76 average hourly wage plus 15 cents in wage supplements which consists cf 
social security, pension, accident and family allowance payments made by the 
company but does not include a number of other wage supplements of the so- 
called fringe-benefit class but which are actual costs to the employer. I do not 
have comparable information for the foreign countries for 1955, however, the 
tigure for Ridgway is $2.14 plus 25 cents in wage supplements but not including 
the so-called fringe benefits. 

We have normally in the past expected to obtain some of the generators for 
hydraulic turbine drive from the Corps of Engineers and the Bureau of Recla- 
mation to help keep this particular plant loaded and the townspeople of Ridgway 
gainfully employed. As you know, the Elliott Co. is the predominant industry 
in Ridgway and employs an average of 850 workers out of a total population of 
approximately 6,500. While this is not a particularly large contract, it repre- 
sents approximately 30,000 man-hours of shop labor, or in other words, about 
one-half month’s work for this plant. 

The results of the above bidding indicate to us that it is foolish for us to 
spend any time or effort in working up bids for the Corps of Engineers of Bureau 
of Reclamation projects and that we must look elsewhere for electrical business 
of this nature so as to keep this plant active and available for production of 
heavy electrical equipment as required by national defense security at time of 
war emergency. This may be difficult, however, because we rely on the public 
utility industry for a majority of our business. We doubt that the public 
utilities, under Public Utility Commission requirements, can long continue to buy 
American-made equipment when the Government demonstrates that they can 
buy foreign-produced equipment at prices considerably below domestic-produced 
equipment. 

You have been well aware of this situation for some time and have done what 
you could to assist. This matter, however, can become so serious that we believe 
you should interest your fellow Congressmen in some collective action to prevent 
the foreigners from usurping the domestic market which keeps the heavy equip- 
ment plants of the electrical manufacturing industry going. Unless something 
is done, these plants will not be available for production of heavy electrical equip- 
ment for national defense security during a period of war emergency. 

I am attaching extra copies of this letter to give to Senator Martin and Duff 
in case you feel they could be of assistance in this matter. 

Very truly yours, 
ELLioTrT Co., 
F. E. MILian, 
Sales Manager, Ridgway Division, 


Ripeway, Pa., February 10, 1956. 
Subject : Specitication No. DC-4561, generator for Roza powerplant, Roza division, 
Yakima project, Washington. 
Mr. L. N. McCLe.ian, 
Assistant Commissioner and Chief Engineer, 
United States Department of Interior, 
Bureau of Reclamation, Denver, Colo. 

Dear Sir: It is with regret that we hereby return the subject specifications 
without preparing a bid. As you know, to prepare a bid requires a consider- 
able amount of time and effort. We are glad to spend this time and effort when 
there appears to be a reasonable opportunity to obtain the business. The results 
on the bids for Glendo, specification No. DC—4483, indicate to us that we cannot 
possibly reduce our bid price sufficiently to be competitive with foreign bid- 
ders. As long as foreign bidders are acceptable, we do not feel that the Elliott 
Co. should spend the money for preparing preliminary information on such proj- 
ects, nor for submitting bids. 

Very truly yours, 
Ev.iorr Co., 
. E. MILLAan, 
Sales Manager, Ridgiway Division. 
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Marcu 2, 1956. 
Subject: Foreign competition. 
Senator J. H. Durr, 
Senate Office Building, Washington, D. C. 


Dear Sir: I sent you a copy of my letter of February 10 addressed to Mr. L. N. 
McClellan, Assistant Commissioner and Chief Engineer, United States Depart- 
ment of the Interior, Bureau of Reclamation, Denver, Colo., under subject Speci- 
fication No. DC—4561, generator for Roza powerplant, Roza division, Yakima proj- 
ect, Washington. This letter was protesting foreign competition on bids for 
hydraulic turbine-driven generators. This letter pointed out that the results 
of the bids on Glendo specification DC-—4483 indicated to us that we could not 
reduce our price sufficiently to be competitive with foreign bidders and that we 
did not feel that the Elliott Co. should spend their money for preparing prelimi- 
nary information on such projects nor for submitting bids. 

I have just received a tabulation of the bid results on Roza which covered 
one 11,250-kilowatt, 225-revolutions-per-minute hydraulic turbine-driven gener- 
ator. Bids were taken on February 26, 1956, and the total bids were as follows: 


Bidders: Total bid 
P0168 GOR I ils cioieth ctgrreceonieneeteoniarntiaidiamneenienna $205, 583 
POCO TOR OGR: ae TAG oe iteinitsinn tgs taseainienspacnninertatbiiapeietnmamiman 221, 633 
STs ERUTA: 00 MAINE so xi tisisinieisn actin teh erstineeanesinatnienpmaiitiiaietiagaebia tae 223, 260 
AI TI ON le ae, eae iets eecemie anne aie eine 257, 723 
Oe CRE AI I TACIINES: | FMRI FOI ct ricci itera these enigcoepnsi avian tbebinmmemnaiaion 270, 676 
Electric Machinery & Manufacturing Co_-.-.--.._.-.__-----_-_. 301, 801 
Allis-Chalmers Manufacturing Oo_.........-..-......-.......... 302, 355 


You can see from the results of the bids which are similar to those on Glendo 
that I saved the Elliott Co. the cost of preparing a fruitless bid. Unfortunately, 
however, if something is not done we will have to divert our facilities used for 
manufacturing hydraulic turbine-driven generators to other uses. Such diversion, 
of course, will mean that these facilities are no longer available for manufacture 
of this class of equipment and we will not be bidding on such Government projects 
even in the time of emergency. 

Very truly yours, 
ELLiortT Co., 
F. E. MILxan, 
Sales Manager, Ridgway Division. 


Fesrvuary 6, 1956. 
Subject: Foreign competition. 
Senator JAMES H. DuFr, 
Senate Office Building, Washington, D. C. 


Dear Str: The Elliott Co., Ridgway division, Ridgway, Pa., with whom we 
have a labor contract, advises that they are experiencing very low price foreign 
competition on hydraulic turbine-driven generator projects for Government agen- 
cies. A recent example is the bid for two 13,333-kilovolt-ampere, 180-revolution- 
per-minute alternating-current generators for hydraulic turbine drive for Glendo 
powerplant, Missouri River Basin project, Bureau of Reclamation, United States 
Department of the Interior, specification No. DC-4483. They advised bids were 
opened in Denver, Colo., at 2 p. m., mountain standard time, January 24, 1956, 
and that they are the low domestic bidder with a total of $614,500 for the two 
generators and spares, f. 0. b. Ridgway, Pa. They further advised that two for- 
eign bidders are considerably below them as follows: Stab. Elettromeccanici 
Riuniti Ansaldo-San-Giorgio of Genoa, Italy, who bid $478,000, and American 
Elin Corp. of New York City with manufacturing plant at Waiz, British Zone, 
Austria, who bid $523,805. The foreign bids included transportation to the dam 
site and 15 percent United States import duty. Some $13,000 would have to be 
added to the Elliott Co. bid to cover freight on 2 generators from Ridgway, Pa., 
to the dam site to make the bids comparable. 

Executive Order 10582 dated December 17, 1954, issued by President Eisen- 
hower establishes that a bid of like materials of domestic origin is unreasonable 
if it is more than 6 percent above the foreign bid. We do not know how you can 
expect our American manufacturers, with whom we have labor contracts, to 
obtain any of this business from the Government agencies with only a maximum 
of 6 percent differential permitted between the foreign bid and the American 
bid. We American workmen have rightfully insisted upon a high standard of 
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living and the wage rates and fringe benefits that we have negotiated through 
collective bargaining have resulted in our obtaining 5 to 6 times as much in 
comparable United States dollars as our European counterparts, especially those 
in Italy and Austria. With the low wages and benefits received by our fellow 
workmen in Europe, it is not possible for our American manufacturers with whom 
we hold labor contracts to compete unless they reduce our wages to the levels paid 
in Europe. 

The Elliott Co., Ridgway division, rely on a certain volume of Government 
business to keep this particular plant loaded and our union personnel of Ridg- 
way gainfully employed. Besides the Government business, the majority of 
Elliott Co., Ridgway division, business comes from public utilities. If the Gov- 
ernment agencies continue to buy low-priced foreign equipment for their utilities, 
then it won’t be long before the American private utilities will be forced to do 
likewise. This would result in the Elliott Co. having to divert their plant at 
Ridgway to manufacture of other products or close this plant. Either diversion 
or closing of the plant could vitally affect the jobs of our union personnel because 
the Elliott Co. is the predominant manufacturer in the town of Ridgway, Pa. 

We believe it is imperative that you, as our representative in Washington, see 
to it that low-priced foreign competition does not cut down or eliminate the jobs 
of our union people. May we hear from you as to the course of action you pro- 
pose to take to protect our jobs. 

Very truly yours, 
UNITED STEELWORKERS OF AMERICA, 
CIO Loca. 1898, 
KENNETH E. Donanur, President. 
W. J. Butterrvuss, Acting Secretary. 


[From Electrical World, April 2, 1956] 


EQUIPMENT MAKER PrOTESTS—ELLIoTT Co. SeeEKsS RetTuRN TO 25 PERCENT DIFFER- 


ENTIAL ON FOREIGN Bips FoR ELECTRICAL EQUIPMENT; THREATENS To QuIT 
MAKING GENERATORS 


A small Pennsylvania electrical-equipment manufacturer, fed up with sub- 
mitting fruitless bids on Government contracts invariably awarded to foreign 
firms, has taken the administration’s buy American policy to task. 

The firm is the Elliott Co. which has generator-manufacturing plants in Jean- 
nette and Ridgway, Pa., and Springfield, Ohio, and Newark, N. J. 

Elliott’s chief spokesman on buy American, Ridgway Division Sales Manager 
F. E. Millan, is carrying on a one-company campaign to rally American equip- 
ment makers for an all-out assault on the administration’s liberal policy toward 
foreign bidders on electrical equipment. Millan has sent out letters to most 
of his domestic competitors urging a common effort to push the administration 
back toward the previous 25 percent buy American differential. Foreign bids 
are now considered acceptable on Federal projects if they are no more than 
6 percent higher than their American counterparts. 

Elliott’s is a last-ditch effort, for Millan says if there is no change in the 
current policy, the company will be forced to convert its generator-making 
facilities to other uses, probably manufacture of mechanical equipment. This, 
he warns, would weaken the United States ability to fight a war, as other com- 
panies may be compelled to do the same thing. 

In recent months, Millan has sent out three letters to Government officials on 
the matter. 

One, dated January 25, was sent to Representative Leon H. Gavin, Republican, 
of Pennsylvania. In that Millan pointed out that Elliott was apparent low 
domestic bidder at $614,500 on two 13,333-kilovolt-ampere, 180 revolutions per 
minute alternating-current generators for hydraulic drive for Bureau of Recla- 
mation’s Glendo, Wyo., plant. Two foreign bids were considerably lower: 
Stab. Elettromeccanici Riuniti Ansaldo, San-Giorgio, of Genoa, Italy, at $478,- 
000; American Elin Corp., of New York, to be made in Weiz, Austria, at $523,805. 
These bids include the cost of transport to dam site, plus 15 percent import 
tax. Elliott’s did not include the approximately $13,000—illegible. 


BID SUBMISSION CALLED FRUITLESS 


A second letter, dated February 10, to L N. McClellan, assistant Bureau of 
Reclamation commissioner and chief engineer, Denver, returned specifications 
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on a generator for the Roza Plant (Yakima project, Washington) without a 
bid. Millan said results of the Glendo bidding indicated to Elliott officials that 
“we cannot possibly reduce our bid price sufficiently to be competitive with 
foreign bidders.’ He also said: “As long a foreign bidders are acceptable, we 
do not feel the Elliott Co. should spend money for preparing preliminary infor- 
mation on such projects, nor for submitting bids.” 

A third letter, dated March 2, to Gavin, said, in effect, “we were right” on the 
Roza results. Bids on the 11,250-kilowatt, 225 revolution per minute hydraulic 
turbine driven generator were as follows: 


Aden ide of Gemma, TUR lyase ss a a tnd heb eel $205, 583 
Wisenté Dida’ Ge WG po) oc ees A ee i eee 221, 633 
Asvierieme Tilia OF Pe i a ih hi Rieti 223, 260 
pemeres Meetr ie Ne 5. a eit a oid thie diaries 257, 723 
Westiiahoute Micttric:: Geta oa 5s ket el eee 270, 676 
Electric Machinery & Manufacturing Co__......._-.._._-....-...-.. 301, 801 
Allie Ohabners Manufacttwiie ‘O02i.6 cS oc i cd nthe 302, 355 


The letter said: “You can see from the results of the bids which are similar 
to those on Glendo that I saved the Elliott Co. the cost of preparing a fruitless 
bid. Unfortunately, however, if something is not done we will have to divert our 
facilities used for manufacturing hydraulic turbine-driven generators to other 
uses. Such diversion, of course, will mean that these facilities are no longer 
available for manufacture of this class of equipment and we will not be bidding 
on such Government projects even in the time of emergency. 

The Pennsylvania delegation in Congress, spurred on by the Elliott Co.’s com- 
plaints and those of other Pennsylvania firms unsuccessful in bidding on Gov- 
ernment business, plans to question Arthur Flemming, Director of the Office 
of Defense Mobilization, to pin down responsibility for the decision to cut the 
Buy American differential from its previous 25 percent to about 6 to 10 percent. 
The White House established its policy officially in December 1954. 

While Elliott Co. carries on its fight to mobilize the industry, Congress is show- 
ing an inclination to support President Eisenhower’s liberalized foreign trade 
policy. 

HOUSE UNIT ENDORSES OTC 

The House Ways and Means Committee voted last week to endorse the Presi- 
dent’s suggestion for establishment of an Organization for Trade Cooperation, 
to be the administrative arm of the trade and tariff negotiating agency known 
as the General Agreement on Tariffs and Trade (GATT) 

At hearings on this legislation, A. F. Metz, chairman of the board of Okonite 
Co., representing the National Electrical Manufacturers Association, said: 

“It seems hardly believable that the administrative agencies of this great 
Government unanimously would place responsibility for its foreign trade in the 
hands of an international agency in which it has less than a 8 percent voting 
interest.” 

Metz also said the bill to set up OTC “is a device to remove tariff protection 
by fiat even for those industries whose products are the base of our defense 
manufacture.” He said removal of this tariff protection will ultimately result 
in “the wasting away” of productive enterprises, with an accompanying weak- 
ening of our national defense. 


STATEMENT SUBMITTED BY THE LABORATORY APPARATUS AND OPTICAL SECTIONS, 
SCIENTIFIC APPARATUS MAKERS’ ASSOCIATION 


INTRODUCTION 


This statement is being submitted in supplement to our letter of September 
18, 1956, supporting the testimony of Mr. O. R. Strackbein, of the Nationwide 
Committee of Industry, Agriculture, and Labor on Import-Export Policy, be- 
cause it seemed incumbent on us to add a few specific observations to that testi- 
mony, and also to comment on other testimony which was presented to the 
subcommittee. 

The Scientific Apparatus Makers’ Association, 20 North Wacker Drive, Chi- 
cago 6, Ill, was organized in 1918 and is the only trade association covering 
the manufacturing and distribution of laboratory apparatus and scientific instru- 
ments. It is organized in six sections—laboratory apparatus; Industrial instru- 
ment; recorder-controller; optical; nautical, aeronautical, and military instru- 
ments; and laboratory equipment. The membership of the laboratory apparatus 
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and optical sections is comprised of 136 companies, representing an overall aver- 
age of 70 to 75 percent of the industry in terms of number of companies and 
80 percent in terms of total sales volume. 


GENERAL COMMENTS 


For the sake of brevity, it is requested that the following prior statements 
be considered supplemental to this statement and, therefore, commended to the 
attention and study of the subcommittee and its staff in the preparation of the 
report and findings of the present study submitted by the laboratory apparatus 
and optical sections, Scientific Apparatus Makers’ Association, before the fol- 
lowing: 

. Committee for Reciprocity Information, December 16, 1946. 
Munitions Board, March 9, 1948. 
United States Tariff Commission, January 17, 1949. 
Committee for Reciprocity Information, May 17, 1950. 

. Commission on Foreign Economie Policy, December 14, 1953. 

. Committee for Reciprocity Information, December 20, 1954. 
United States Tariff Commission, October 17, 1955. 

Also commended to the attention of the subcommittee is the statement of the 
Optical and Ophthalmic Glass, Lens, and Instrument Industry Committee sub- 
mitted to the United States Tariff Commission and the Committee for Reci- 
procity Information on December 27, 1954, and another statement by this same 
committee submitted to the House Ways and Means Committee on March 22, 1956. 


TRADE NEGOTIATIONS 


It is suggested that more care and additional time be expended in the peril- 
point investigations and in the deliberations of the Committee for Reciprocity 
Information prior to entering into negotiations for the reduction and adjust- 
ment of duties. It is the feeling of this industry that at least as much deliberation 
should be exercised in behalf of the domestic industry prior to tariff reductions 
in regard to the effects of such a reduction as is exercised after the reduction to 
determine the extent or threat of the serious injury after tariff concessions have 
been granted. 

It is suggested that great care be exercised in the appointment of the members 
of the Trade Agreements Committee, and that these individuals be made re- 
sponsive to the wishes of the agency they represent. .Where there exists prior 
knowledge that negotiations will include particularly critical areas of interest 
to domestic industry, these domestic industries should be invited to send quali- 
fied consultants to assist and counsel the United States negotiators at the time 
of the negotiations so that all of the facts and possible effects on the various 
interests are clearly known before particular concessions are granted. In other 
cases, where it is not possible to have consultants directly available to the 
negotiations, free lines of communications should be established with existing 
Government agencies so that industry advisory committees, special consultants, 
trade associations, and even representative individual companies could be 
speedily consulted and pertinent advice forwarded to the negotiator for his 
guidance. The progress and results of tariff and trade negotiations should be 
made available to United States industry at the same time they are made avail- 
able to foreign interests. 

SSCAPE-CLAUSE ACTIONS 


The so-called escape clause provisions of the Trade Agreements Act, as re- 
cently revised, probably are as near to the intent of Congress as is possible with 
legal wordage. The fair and equitable operation of these provisions, however, 
is being effectively thwarted by administrative interpretation. Many industries 
have repeatedly attempted to utilize these provisions of the law and have at 
great expense and vast drain of executive manpower made long and detailed 
presentations of their case to the Tariff Commission. They have in most cases 
gained a favorable finding from the Tariff Commission, only to have the ree- 
ommended relief overruled by the executive branch on the basis of seemingly 
aribitrary determinations in “the best national interest” or on the basis of 
unilateral facts supplied subsequent to the proceedings and from sources other 
than the Tariff Commissien. It is this dismal history of administration of the 
escape clause provisions which has caused domestic industries suffering an eco- 
nomic disadvantage from imports to despair taking recourse to the provisions of 
the law and to conclude that the United States Congress has surrendered its 
constitutional powers to control the tariffs and trade to the executive branch. 
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It is suggested that study be given to manners in which the findings of the 
United States Tariff Commission, a delegate agency of Congress, be made more 
binding on the executive branch, and should it be suggested that these findings 
be overruled, final referral should be made back to the Congress before final 
action is taken. 

DEFENSE INDUSTRIES AMENDMENT—SECTION 7 


The Scientific Apparatus Makers Association embraces many industries and 
segments of industries which are extremely critical to the national defense in 
times of emergency and which are operating at an economic disadvantage in 
regards to foreign manufacturers. In many cases the extent of this economic 
disadvantage is such that it is felt that the increasing flow of foreign-made 
products into the United States markets has caused serious damage to the United 
States mobilization base by reducing the abilities of the domestic manufacturer 
to produce the materials needed in time of national emergency. These industries 
held high interest in the passage into law, in June of 1955, of section 7 of the 
Trade Agreements Act—the so-called defense industries amendment. Their 
interest was tempered, however, by the previous history of disappointing ad- 
minstrative interpretation of the escape clause proceedings. In the 15 months 
which have passed since these provisions have become law, little has been pub- 
lished in terms of criteria and procedures under which the industry cases will 
be judged, and to date no petition has been finally acted upon. 

It is sincerely hoped that the future actions of the Director of Defense Mobiliza- 
tion and the President will serve to give those domestic industries which are 
essential to the national defense assurance that their best interests in behalf of 
the national security will receive the prompt and judicious attention which was 
intended by the Congress at the time of the enactment of these provisions. 


BUY AMERICAN ACT 


Within the industries and product groupings represented by the Laboratory 
Apparatus and Optical Sections, Scientific Apparatus Makers Association, princi- 
pal foreign competition comes from Germany, Japan, Italy, and Switzerland. 
The products involved are all extremely high in precision class, and in the most 
part fill specialized low volume markets so that they are not susceptible to mass 
production techniques. They are therefore labor-intensive in character and the 
cost competition with foreign-made, comparable products resolves to substan- 
tially a comparison of the labor rates paid. For these reasons, even the previous 
20-25 percent price differential interpretation of the Buy American Act was not, 
in most cases adequate to give the domestic manufacturer an equal opportunity 
to obtain Government business. The present 6-9 percent interpretation is the 
Same as complete removal of the cost differential provisions of this act. The 
remaining provisions of the act relating to the “best national interests” have 
never been effectively applied in the areas of interest to these industries. 

Corollary to this situation are the procedures and practices of the International 
Cooperation Administration in its procurements for foreign aid and technical 
assistance programs. In the past, the American manufacturer has invested con- 
siderable time, effort and money in support of these programs in the preparation 
of technical proposals, specifications, counsel on selection of equipment, and de- 
tailed cost estimates—all services not readily available to the program adminis- 
trators and procurement officers from the foreign firms. Actual equipment pur- 
chases then go out on advertised bid and awards are made in substantially all 
cases to foreign manufacturers on the basis of an “f. o. b. Hong Kong” or “f. o. b. 
Hannover” price that averages from 30 to 60 percent lower than the domestic 
manufacturers. 

Of even greater concern to the domestic industries represented by this associa- 
tion than the immediate loss of business is the fact that in the United States 
sponsored technical centers, hospitals, training laboratories, and schools—paid 
for with American tax dollars—the “Made in USA” label is barred and the future 
scientists, technicians, engineers, teachers and doctors of these foreign countries 
are being trained on Japanese, German, and Italian equipment. Thus the actions 
and procedures of our Government are not only handicapping United States in- 
dustry in current markets, but also are having a long-range effect on the abilities 
of United States industry to compete in world markets that may very well lead 
to surrender of our technical leadership. 

It is therefore suggested that provisions be incorporated in the Buy American 
Act that would lead to the creation of a list of products of those domestic indus- 
tries that are critical to our national defense and future national welfare, and all 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1709 


Federal agencies be directed to procure their needs of these products from do- 
mestic sources. 


COMMENTS ON OTHER TESTIMONY 


Please note: The numbers listed below correspond to the paragraph numbers of 
the statement before the Boggs committee, “Concerning Duty-Free Imports of 
Educational Apparatus by the Committee on Scientific Apparatus for Educational 
Institutions of the American Association of Physics Teachers.” 

1. Members of the Scientific Apparatus Makers Association, Laboratory Appa- 
ratus and Optical Sections are in hearty accord with the Committee on Scientific 
Apparatus for Educational Institutions of the American Association of Physics 
Teachers’ statement calling attention to the “crisis in scientific teaching.” It is 
because of this deep concern over the critical situation existing in America, that 
members of the scientific apparatus makers have not only been active in attempt- 
ing to alleviate problems concurrent to scientific teaching, per se, but other prob- 
lems as well, such as: encouraging more able young people to study science, the 
improvement of science teaching facilities, honoring of. outstanding science in- 
structors and constant liaison and cooperative committee work with the Nation’s 
leading professional groups in dealing with these many problems. 

The Committee on Scientific Apparatus for Educational Institutions is to be 
congratulated for its deep interest and concern for the country’s scientific teach- 
ing crisis. It is a grave problem, indeed, and one whose solution depends upon 
the continued interest of teaching groups in the problem and continued coopera- 
tive efforts on the part of science teachers, makers of the “tools of science” and 
other groups interested in the potential health, welfare, and security of the 
Nation. 

However, volumes of research based upon the studies of this country’s out- 
standing science educators dealing with the possible causes of a “crisis in science 
teaching” do not bear out the contention that “more readily available teaching 
equipment” would solve the problem or in any way be a major influence in its 
solution. 

Substantiating evidence in refutation to paragraph 1 was distributed (exhibit 
I) at the 25th Anniversary Convention of the American Association of Physics 
Teachers on January 31, 1956. In this exhibit, Some Quotations From the 
Literature, statements by W. C. Kelly, P. D. Hurd, final report to the Central 
Association of Science and Mathematics Teachers, American Association of 
Physics Teachers’ report, etc., etc., clearly attribute this country’s critical short- 
age of scientists and engineers and its correlative problem, the “crisis in science 
teaching,” to many and variable factors other than that of any “shortage of 
suitable science teaching apparatus and/or equipment ” 

Further, report No. 45, July 19, 1956, “Physics Science Aptitude and Attitudes 
Toward Occupations, Purdue opinion panel, Purdue University, clearly points 
out, too, that the “existing crisis in science teaching” and the “present alarming 
shortage of scientists and engineers” cannot in any way be directly attributed 
to any lack of “readily available teaching equipment.” 

Also, recently the Subcommittee on Research and Development of the Joint 
Committee on Atomic Energy held hearings on the shortage of scientific and 
engineering manpower. A recurrent theme in the hearings, and one that is 
emphasized in the report, is that the quality and quantity of instruction in 
mathematics in our high schools is of such fundamental and general importance 
that vigorous action should be taken to improve mathematics teaching and to 
strengthen the place of mathematics in the curriculum. 

It certainly is very hard to see in this very recent statement from the Atomic 
Energy Commission that this thoroughly objective group of scientific and tech- 
nological leaders of our country made any statement or citation that the critical 
shortage of scientists and engineers in America had any relationship to the 
alleged inadequacies and shortcomings of the scientific instrument industry. 

2. Further, “lack of interest” on the part of apparatus suppliers is not borne 
out by fact: 

(a) Scientific Apparatus Makers Association staff representative meeting with 
Professors Brown and Holton, November 14, 1955, clearly shows the scientifie 
instrument industry’s concern and wholehearted interest in working with the 
American Association of Physics Teachers committee and clearly points out that 
a basis for understanding and future cooperative working ventures on behalf 
of the American Association of Physics Teachers committee were planned and 
begun as the first step in alleviating any alleged fault of the scientific instrument 
industry by Professors Brown and Holton (exhibit IT). 
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Exhibit III is also illustrative of the type of cooperation continually per- 
formed by manufacturers in the hope of working with physics and/or science 
instructors. 

(b) Meeting with Scientific Apparatus Makers Association American industry 
development committee and the committee on scientific apparatus for educational 
institutions, January 31, 1956, is again offered in evidence to support the fact 
that duly authorized representatives of the scientific instrument industry met in 
good faith with the American Association of Physics Teachers committee and 
formulated a program of cooperative action for the alleviation of the alleged 
criticism of the industry (exhibit IV). 

(c) A letter from Professor Brown, February 15, 1956 (exhibit V), states in 
part, “I believe we all felt that the meeting was a very successful one. The 
members of my committee on scientific apparatus for educational institutions of 
the American Association of Physics Teachers were impressed by the sincere 
desire on the part of the apparatus manufacturers to do everything in their 
power to help alleviate the critical shortage of physicists.” 

(d) Further, it is interesting to note here that all meetings to date with mem- 
bers of Professor Brown's committee have been initiated, planned, and organized 
by industry representatives. As another example of industry’s wholehearted 
willingness to aid and work with all members of the teaching profession, and 
specifically with the physics teachers’ group, a grant of $10,000 was made to the 
committee a little less than a year ago by one of the members of the industry 
as an aid to surveying, studying, and following the recommendations of the Brown 
committee should any be forthcoming as a result of their endowed study. The 
study is now in progress. This monetary gesture on the part of one company 
within the industry coupled with continued liaison between all concerned com- 
panies and members of the science-teaching profession can hardly be cited as 
industry’s “lack of appreciation for the problems of the science teacher.” 

As another illustration of American industry’s sincerity and good faith in 
maintaining constant liaison with physics instructors pertaining to the ultimate 
production and marketing of new equipment, exhibit VI shows one of several 
kinds of questionnaires a single company in the industry continually sends its 
college physics teachers throughout the year to sample opinions on new instru- 
ments. This particular query was mailed to more than 250 physics instructors. 
This is, of course, over and above the numerous personal interviews and confer- 
ences between America’s teachers and thoroughly qualified instrument company 
sales representatives where further proposals for new instruments and apparatus 
are discussed on a personal grassroots basis. 

(e) As another example of work in progress at the moment between the 
American Association of Physics Teachers’ committee on scientific apparatus 
for educational institutions (exhibit VII) a letter from Dr. Brown as late as 
July 25, 1956, documents the fact that work to alleviate the alleged criticism of 
the American instrument industry is now well underway and progressing 
“favorably. 

(f) Under the guidance and direction of the public information committee of 
the Scientific Apparatus Makers Association’s laboratory apparatus and optical 
sections, it can be shown that this assuciation, representative of the country’s 
scientific instrument manufacturers and distributors, is vitally interested in the 
problems having to do with the critical shortage of scientists and engineers and 
has invested considerable time, money, and effort in research and liaison with 
the country’s leading professional groups, the National Science Foundation, and 
the President’s newly appointed Committee on the Availability of Scientists and 
Engineers. 

This work at the moment will soon be culminated in a national program aided 
by the Scientific Manpower Commission and the Engineering Manpower Commis- 
sion in a project which should be of considerable help in the alleviation of our 
scientist-shortage problems. This is but one facet of a continuing program spon- 
sored by scientific instrument manufacturers on behalf of the country’s scientific 
and technological progress. 

In a recent publication, developed by the advertising manager of Science, the 
official magazine of the American Association for the Advancement of Science, 
it is stat d that “ A recent survey showed that colleges and universities accounted 
for 23 percent of all the money spent on research equipment—and this figure does 
not take into account the industrial purchases influenced by academic personnel 
serving as industrial consultants.” This statement does not support the American 
Association of Physics Teachers’ conclusion of the “Small size of the educational 
market compared with the industrial market” (exhibit VIII). The above per- 
centage market data is especially stressed inasmuch as only about 7.4 to 7.5 
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percent of the total sales of manufacturers and suppliers of apparatus and instru- 
ments are actually used as classroom teaching instruments per se. It then imme- 
diately becomes apparent that an average of 23 percent of all imported instru- 
ments and apparatus would immediately enter the country under the guise of 
teaching equipment even though very little of the duty-free imports would actually 
be used in a teaching situation. 

3. (a) Experience has shown that no matter the amount of “relatively inex- 
pensive educational apparatus” available, purchase and use of all scientific equip- 
ment for educational institutions is limited, with but few exceptions, by the 
desperately small budgets of the country’s science departments. 

(b) Perhaps a few of the larger American universities might be able to save 
money through the importation of scientific apparatus and equipment. But the 
fact remains that the thousands of smaller high schools and colleges would not 
actually find any monetary relief or aid to their budgets through the importation 
of such equipment. 

Relative to the statement that this country’s import tariff on corresponding 
equipment is higher than any other country in the world, it is interesting to 
note that the United Kingdom and several other countries may permit free entry of 
scientific instruments for educational purposes, but it should be pointed out that 
currency and security restrictions of the United Kingdom would prohibit the 
purchase of scientific instruments and apparatus for educational purposes or 
any other purposes under nearly all circumstances. 

Refuting the statement that this country’s tariffs are also “far larger than 
import tariff on corresponding equipment in any other country in the world,” 
it is interesting to note that as early as August 1921 England established its 
Safeguard of Industry Act. In this particular act, makers of scientific instru- 
ments, apparatus, and equipment were, then, singled out as “key industry,” and 
given almost complete protection against import competition. 

In 1936 a British Board of Trade reviewed the Safeguard of Industry Act 
and not only affirmed the act’s original intent—that of safeguarding England’s 
instrument industry from “destructive” imports—but stated that, “in no other 
industry were research and development more important to the imperial defense 
than in key industries * * *” (publication, London, 1936, pp. 7-10). 

Further, import laws and license restrictions of practically all European 
countries indicate a record of either import licenses and/or permits. In each 
instance these countries have complete and rigid control over all imports which 
may damage or aid in damaging of any industry considered vital and necessary 
to the foreign nation’s scientific and technological progress, health, economy, and 
national defense, i. e., key industries, and, practically all European nations con- 
sider scientific instruments, apparatus, and equipment vital to the country’s 
existence. 

In the case of the sterling bloc, for instance, the Commonwealth regulation 
gives preference to the United Kingdom. As study after study will show, United 
States tariff laws are many times more liberal and equitable than most highly 
restrictive licenses and permits of other countries. 

4. Ibidem (1). 

5. Manufacturers have tried in various ways to learn what the physics teachers 
want, but they have been unable to discover any pronounced trend toward any 
particular new items. In a recent questionnaire distributed and compiled by 
the committee on scientific apparatus for educational institutions, American 
Association of Physics Teachers, more than 223 different suggestions by physics 
teachers were made. The important point to remember in studying the results 
of the recent American Association of Physies Teachers’ survey is that no 1 
piece of apparatus was requested by more than 10 different persons and alinost 
none was mentioned by more than 5. It is difficult to imagine that American 
manufacturers of scientific instruments—what with one of the highest pay scales 
in American industry, can go into action on the production of such “new” items 
when no more of a market for the product is evidenced than has been recently 
shown by the results of the teachers’ own survey (exhibit IX). 

However, the record will show that the American Association of Physics 
Teachers’ committee asked to make a study of what specific standard items are 
needed in their teaching and the manufacturers of such apparatus, instruments, 
and equipment are waiting for these results from the committee so that manu- 
facturers may cooperate with the physics teachers. 

6. The reason for the lack of a number of manufacturers and/or suppliers in 
the field of scientific instruments and equipment is based upon the practical 
sterility of the market insofar as the physics teaching equipment, per se, is 
concerned. 
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Concerning the various educational markets, if the product is of high-schoo! 
level, the market is fairly large, but is far from uniform, unique, or in the realm 
of the “original” equipment discussed herein. 

This fairly large market, too, is made up of laboratory staples such as simple 
glassware, pulleys, etc.—all lacking originality by their nature—and common to 
a number of the sciences. 

Some high-school physics teachers want, and can afford to pay for, the best 
apparatus available. Many others, some with limited funds and others with 
limited practical classroom experience, insist on buying the cheapest apparatus 
available. The apparatus house must carry stocks to satisfy both extremes. 
Nevertheless, this part of the market is large enough to absorb and support a 
limited number of new products each year. 

If the product is for college physics classes, the number of potential customers 
is much smaller. There are 1,850 institutions of higher education in the United 
States, but it is estimated that less than 1,200 offer physics. Some of the 1,200 
just. offer it in the catalog. Actually, there are less than 1,000 college physics 
departments in the United States which have any significance as far as this 
discussion is concerned. 

If the new product is intended for advanced undergraduate physics, the num- 
ber of potential customers is still smaller. About 550 college physics depart- 
ments offer a major in physics. Some of these have so few students and such 
small budgets for advanced apparatus that they can hardly be counted in a 
realistic appraisal of the market. 

Hence, it is important to note that when the entire market for the instruments 
and apparatus under discussion is studied, there is not enough of a market to 
encourage more than a few suppliers for such equipment. 

While the situation may be appraised by the American Association of Physics 
Teachers’ committee “as a noncompetitive” situation, the above facts point out 
that the market will not support more than a few companies that specialize in 
this sort of manufacturing and supplying. This, naturally, is due to the strong 
existing competition. 

In the case of one of these American suppliers, nearly 1,200 of their cataloz 
items are specifically produced for physics instructors. Included among the 
new or improved lines of physics apparatus offered during the past year are: 


Vacuum pumps Van de Graaff generators 
Vacuum connectors Microwave equipment 
Radioactive counters Molecular models 
BHlectronie relays Laboratory clamps, etc. 


Another list of new equipment recently made available to physics instructors 
by an instrument manufacturer is listed below: 


Current balance Lecture table stopclock 


Triode demonstrator 

Student motor generator 

Film loops on radioactivity 

Dissectible motor 

Radian and circle demonstrator 

Maxwell top 

Diffusion cloud chamber 

Pastic meter stick 

Large demonstration 
caliper 

Demonstration 
ceiver 


micrometer 


superheterodyne __ re- 


Van de Graaff with insulated sphere 

LP gas burner 

Magnetizer 

Rubber thermodynamic models 

Liter case 

Rol-a-Lab movable science demonstra- 
tion table 

Radium standard kit 

Demonstration loudspeaker 


Exhibits X-XXIV of recent newly developed apparatus and equipment for 
physics instructors certainly does not infer that there is any dearth of “new 
instruments” or lack of ingenuity or originality on the part of major suppliers 
to the field of science (physics) education. 

Further, these illustrations should certainly refute the statement filed by the 
American Association of Physics Teachers’ committee that “the major suppliers 
have done far less than might reasonably be expected.” 

Concerned industry representatives also cite the fact in refutation to Professor 
Brown’s committee that regardless of American tariffs, individual companies 
in this industry as in all modern American industry establish their prices on 
economic principles other than reference to American tariffs. 

7. Unfairly, the American Association of Physics Teachers’ committee state- 
ment before the House Ways and Means Subcommittee infers that it is an 
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American scientific instrument industry’s weakness that forced it to ask the 
physics teachers committee to make such a market survey and an “analysis for 
them.” This is a gross misinterpretation of the intent of the manufacturers’ 
request as ably cited in the minutes of the joint meeting between the American 
Association of Physics Teachers and the Scientific Apparatus Makers Association 
groups in New York on January 31, 1956. It was made as a form of a request to 
the physics instructors only because it has been the association’s experience that 
this is nothing more than a courteous and respected professional method of 
operation with concerned professional groups. 

8. Illustrating the magnitude of the instrument industry’s alleged “monopoly,” 
it is interesting to note that in 1955 one of the concerned companies quoting on 
over $214 million worth of business to educational institutions in America, 
actually succeeded in receiving a little less than 25 percent of the orders that 
the company bid on. No “monopoly” can be cited in instances like this, used here 
for illustration, when a survey of the entire industry would show a repetition of 
the same story. 

9. Review of Scientific Apparatus Makers Association committee reports, rela- 
tionships with professional groups and major projects now underway on a 
national scope indicate clearly that the scientific instrument industry recognizes 
and shall continue to recognize the worth of American science instruction on all 
levels of education. Ibidem (6), (2). 

10. Ibidem (introduction), ibidem (2 (d)), ibidem (1). 

11. It is interesting to note that 6 years ago in a meeting between repre- 
sentatives of the scientific instrument industry, Department of State, Depart- 
ment of Commerce, United States Tariff Commission and the Department of the 
Treasury having to do with the duty-free importation of educational, scientific, 
and cultural materials (December 8, 1950), the following statements were made 
by Government representatives concerning the administrative problems involved 
were scientific teaching apparatus to be imported to this country duty free. Mr. 
R. N. Shewmaker, Department of the Treasury, Bureau of Customs, stated: 

“This (referring to duty-free importation of scientitic teaching equipment) 
would place an enormous burden on the customs inspection machinery which has 
already encountered difficulty in connection with these products.” He ques- 
tioned further whether the Bureau of Customs should be made responsible for 
this sort of thing and pointed out that there was always a great uncertainty as 
to how regulation and legislation of this kind would be interpreted in the courts. 

According to Mr. Bernard Norwood, Department of State, commercial policy 
staff, at this same hearing, custom officials would be faced with the great prob- 
lem of deciding whether a certain article is scientific or not. 


CouNTY oF CooK, 
State of Illinois. ss: 


Kenneth Andersen, being duly sworn, deposes and states that he is executive 
vice president of the Scientific Apparatus Makers Association, and as such is 
authorized to submit this statement on behalf of the laboratory apparatus and 
optical sections, and he further swears that the statements made herein insofar 


as they come from members of the association and other sources are true to the 
best of his knowledge and belief. 


ScrENTIFIC APPARATUS MAKERS ASSOCIATION, 
LABORATORY APPARATUS AND OPTICAL SECTIONS, 
KENNETH ANDERSEN, Executive Vice President. 
Sworn to before me this 12th day of October 1956. 
[SEAL] 


(Exhibits have been placed in committee files. ) 


Rupsy M. Forre. 


STATEMENT IN BEHALF OF THE AMERICAN PHOTOGRAPHIC MANUFACTURING INDUSTRY 


This statement is presented in behalf of the American photographic manufac- 
turing industry as represented in the membership of the National Association of 
Photographic Manufacturers, Inc., whose approximately 85 member companies, 
according to best available information, produce more than 90 percent of the dol- 
lar volume of photographic products made in the United States. Perhaps it 
should be mentioned that except on points where there is agreement this state- 


ment does not represent the position of Bell & Howell Co. presented to you by its 
president, Charles H. Percy. 
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In previous appearances before the Committee on Ways and Means, and in 
a resolution directed to the President of the United States on July 20, 1954, we 
have especially called attention to the following facts: 

1. The United States is fortunate in having within its own borders, and thus 
available instantly in any national emergency, certain relatively small but highly 
specialized industries engaged in making various high precision products such as 
photographic devices, especially fine cameras, lenses, and precision shutters, 
optical glass, optical products, watches, and scientific instruments. 

2. The availability of these bottleneck, strategic industries in time of war is 
dependent upon their ability, in peacetime, to produce and market in sufficient 
volume their normal civilian products. 

3. These industries, because of the very high skilled labor content in their 
products, are especially vulnerable to excessive inroads into their own home 
markets by competing foreign products which enjoy a major cost advantage by 
reason of their much inferior wage, hour, and labor standards, while having avail- 
able to them the same advances in production techniques and specialized equip- 
ment. 

4. Imports of such goods have become so substantial as to result, in effect, in 
the export of these critical skilled jobs to a dangerous degree. 

We believe you are also aware of the fact that the experience.of three wars 
has clearly demonstrated: 

1. That both the normal peacetime and special defense products of these in- 
dustries are essential to the successful functioning of the armed services and of 
defense supporting industry ; 

2. That, in the event of war, these industries are necessarily dependent upon 
to be the principal source of supply of these products both for the United States 
and for its allies ; and 

3. That it is neither necessary nor wise to sacrifice, to any important degree, 
to the principle of freer world trade, the peacetime production of these American 
industries without which they cannot be prepared in time of war to discharge 
their responsibilities. 

Specifically with reference to the photographic manufacturing industry, in 
hearings on H. R. 1 in the spring of 1955 those appearing called attention to the 
fact certain segments of the photographic manufacturing industry had already 
been seriously injured as the result of foreign competition promoted and aided 
by reductions which have been made in United States tariff rates. Typical ex- 
amples given at that time were cameras of which the lens is the component of 
chief value, as to which the duty had already been reduced 44 percent, still 
cameras valued at $10 or more each as to which the duty had already been re- 
duced 25 percent, and certain types of film as to which the duty had already been 
reduced 75 percent. 

In your present hearings various witnesses have brought out the difficulty or 
near impossibility of obtaining relief under the so-called escape clause procedure. 

Incident to the consideration of H. R. 1, it was our impression that even those 
who are aggressively seeking the further opening of American markets to foreign 
producers through reductions in our tariffs, perhaps even to the extent of free 
trade, in their statements to congressional committees and otherwise, acknowl- 
edge that there are product areas involving specialized skills essential to na- 
tional defense and that it would be wise if these were maintained at some rea- 
sonable level and that to do so would require some form of protection from the 
competition from low wage countries. 

Yet it appears that whenever producers in one of these product areas seek 
relief in what, after all, is a relatively negligible proportion of our total imports, 
they, nevertheless, have been subjected to extensive criticism, even to the extent 
of attempting to place them in an unfavorable light. 

A case in point is that of the precision watch industry which, after consider- 
able effort, was granted a very moderate degree of relief to help it overcome 
the excessive inroads into domestic markets by competing foreign products. The 
decision by the President has since been under repeated attack despite the fact 
that imports continue to pourin. The latest development, as you will have noted, 
is the change in management of ove of the two remaining principal American 
producers and the announcement that they will now import their watch move- 
ments. Thus, the steady outflow of skilled precision jobs from American to 
foreign plants continues. 

You may recall that witnesses from the photographic equipment manufac- 
turing industry have previously called your attention to the fact that inroads 
of foreign products in the field of precision lenses, precision cameras, precision 
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shutters, and similar products involving a high degree of skilled labor have be- 
come increasingly serious and that in order for some American manufacturers 
to maintain their competitive positions it has been necessary for them to have 
certain of the precision parts manufactured abroad. The skilled workers in- 
volved in these jobs were, during World War II and the Korean situation, avail- 
able in the United States for the critical defense production on which they were 
so urgently needed. 

In the present and previous hearings a great deal has been said about automa- 
tion, and it has been presented as the solution generally applicable to enable 
American industry, despite its high wages, to keep the unit cost of production 
below that of foreign manufacturers despite the tremendous wage differential, 
which everyone knows exists. 

Without in any way discounting the gains to be obtained from automation in 
those situations to which it is applicable, we wish to emphasize as strongly as 
possible the following points: 

1. Automation is either inapplicable to many situations or has long since 
been carried to the ultimate extent economically warranted under the particular 
circumstances. 

2. Automation is fully known to and is equally available to foreign manufac- 
turers, who thus are quite able to enjoy its advantages in addition to the advan- 
tages of much lower wage scales. In fact, some of the things we are learning 
about automation come from abroad, just as they are learning from what Ameri- 
can industry does. 

3. Automation cannot and will not in the foreseeable future, in our opinion, 
in effect equalize either the wage structures or the standards of living of the 
United States versus foreign countries. 

4. While at present it appears that automation is in more extensive general 
use in the United States (because of the faster start we got after World War II) 
and thus in some product areas offsets these wage differences, no reliance can 
be placed on a continuance of this condition. 

5. Military products, as is well known, although sometimes quite similar, are 
rarely the same as Civilian products, and many are wholly different. Accord- 
ingly, it is our belief that relatively little of the existing automation on photo- 
graphic products, and probably in other industries as well, could be directly 
converted to military production. 

6. In effect, in automation the skill content and other manual phases of the 
job are largely transferred (1) to the machine, and (2) to the machinists, tool 
and die makers, and engineers and designers who devise and build the machines. 
The production worker becomes a machine tender. 

It is well known that in any emergency there will be an acute shortage of 
these skilled workers and also of the skilled machinists needed in increasing 
numbers to maintain the complicated machinery involved in automation. 

7. Much time is required to design, build, and get an advanced piece of 
automatic machinery into operation. Periods, probably not less than 1 year and 
up to 2 years, will thus be required. For example, to add 1 complete unit of 
automatie film-producing machinery would require almost 18 months. This 
assumes that all skilled manpower materials and supplies, ete., would be fully 
available as needed. 

We wish to warn specifically against depending upon automation as a substitute 
for highly specialized skilled labor in certain areas of high precision production on 
the part of this industry. 

As we believe is self-evident, aside from the question of mechanical feasibility, 
the prime requirement for automation is that quantities needed be great enough 
to make its use economically feasible. As has been pointed out by witnesses from 
both the photographie manufacturing and the optical manufacturing industries, 
there are many instances where critical defense items are required in quantities 
entirely too small to permit any significant automation. 

The only satisfactory way to maintain the needed nucleus of these skilled 
workers is on the basis of their gainful employment in normal, peacetime pro- 
duction. 

In conclusion, therefore, we again remind you of the high strategic importance 
of this industry and of the substantial problems of foreign competition which it 
faces. We respectfully urge that the special needs of these high precision areas 
receive your careful consideration and favorable attention in any recommenda- 
tions you may make to the committee. 
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House oF REPRESENTATIVES, 
Washington, D. C., November 5, 1956. 
Hon. HALE Bosges, 
Chairman, Subcommittee on Customs, Tariffs, and 
Reciprocal Trade Agreements, House Ways and Means Committee, 
Washington, D.C. 


Dear HAte: This letter is written on behalf of the Wollensak Optical Co., of 
Rochester, N. Y., a manufacturer of photographic equipment, which has en- 
deavored for some time to obtain some tariff relief on photographic shutters. 

On October 12, Mr. Robert E. Springer, treasurer of the Wollensak Optical Co., 
wrote you in detail concerning imminent problems of the shutter engineering 
and experimental departments of his company In discussion with Mr. 
Springer and in view of the above-mentioned letter, I feel this matter is of vital 
importance especially with respect to our national defense. Should we again 
be faced with war and the possibility of being cut off from the major sources of 
such equipment as these shutters as we were in World War II, I am sure you 
would agree that it might well prove disastrous. During World War II, these 
shutters were desperately needed and because of the experience, skilled labor, 
and the perfected techniques of such companies as the Wollensak Co., our Armed 
Forces were readily supplied with urgently needed shutters. 

As Mr. Springer points out all too clearly in his letter, the part played by the 
photographic precision optical industry during World War II, when the United 
States and her allies had to depend on our domestic sources alone for these 
shutters, was involuable. Such companies were able to fill urgent requests at that 
time but should they be forced to close down because of economic collapse, it 
would be virtually impossible to expect these companies to do so again. In 
these days when products of greater and greater precision are required for our 
defense, I do not believe it is realistic to sacrifice peacetime production of this 
American industry without which it cannot be prepared in time of war to 
discharge its duty. : 

I would greatly appreciate your careful and favorable attention to the prob- 
lems involved in this case and will look forward to hearing from you at your 
early convenience. 

With kindest regards, Iam 

Very sincerely yours, 


KENNETH B. KEatINna. 


RocuHeEstER, N. Y., October 12, 1956. 
Hon. HALE Boses, 
Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, House Committee on Ways and Means, Washington, D. C. 


Dear Mr. Boces: On February 8, 1955, we submitted an application to the 
United States Tariff Commission requesting an investigation under the provisions 
of section 336 of the Tariff Act of 1930 with regard to the cost of production of 
photographic shutters. On March 29, 1955, a public notice was issued denying 
and dismissing our application. 

Thereafter on June 16, 1956, we resubmitted our application to the United 
States Tariff Commission, in which application we were joined by the Photo- 
graphic and Precision Optical Workers’ Union No. 24659, A. F. of L., and on 
January 4, 1956, our application was again denied and dismissed. 

We supplied the Tariff Commission with all the information available with 
regard to the condition which exists in the photographic industry concerning 
photographic shutters, pointing out their essentiality to the national defense 
effort and specifically informing them of the situation that existed in 1989 and 
1940, when, due to the war, Germany was cut off as a source of suppy for photo- 
graphic shutters, and upon the urgent request of the Signal Corps, we developed 
a shutter to meet military requirements within a very short period of time. 
We were able to do this, due to the fact that in years prior to 1939-40, we were 
able to maintain a reasonable shutter production, and a result of this production, 
our own engineering and experimental departments. 


oe OLE ORE ORES EP REE RET O NE 


3 We 
} shutt 
and t 


a reas 
the g 
the U 
intric 
these 
gency 
Th 
appre 
to 20 
not n 
the T 
We 
and 
we W 
for 0 
Wwe 
stant 
high 
But, 
from 
to dec 
of lit 
Wi 
surv 
Area 
print 
show 
you | 
WwW 
sons 
one 
thou 
grap 
1930 
phot 
valu 
sinc 
unde 
noe 
of tl 
prov 
the 
appe 
ing - 














































CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1717 


We have now reached the point where we cannot even consider continuing our 
shutter engineering departments and experimental departments, for to do so, 
and to keep the interest of our engineering personnel, we would have to maintain 
a reasonable shutter manufacturing schedule. Another fact which will illustrate 
the gravity of the situation is that there are only two shutter manufacturers in 
the United States. During the last World War, we were sole supplier for many 
intricate and precision optical and photographic instruments, and to maintain 
these very critical skills for possible future use in the event of a national emer- 
gency, we must have the protection of higher tariffs on photographic shutters. 

There are only two shutter manufacturers in Germany, and their volume 
approximates 1 million shutters per year. Our production has been reduced 
to 20,000 from a high in recent years of 140,000. The German manufacturers do 
not need the protection of low tariffs, in fact they could compete and undersell 
the United States camera manufacturers if the tariffs were 50 percent or higher. 

We have not only reached, but gravely surpassed, the so-called peril point, 
and without assistance in obtaining higher tariffs on photographic shutters, 
we will have lost all of our photographic shutter business that we have enjoyed 
for over 56 years. 

We, in this country take pride in having created for our people the highest 
standard of living in the world, and now it is certainly our job to maintain this 
high standard of living, however, to do so, we must continue to pay good wages. 
But, we cannot continue to pay good wages, and at the same time permit imports 
from countries which have much lower wage scales and standard of living, for 
to do so, would most certainly result in causing a decrease in our own standard 
of living, and imperil our national security. 

We are enclosing a copy of our answers to Representative H. C. Ostertag’s 
survey entitled “Questionnaire on Foreign Trade and Rochester Metropolitan 
Area” which we believe will be of assistance to you. Also enclosed are two 
prints, one showing an exploded view of our Rapax shutters, and the other 
showing a picture of our shutter, less the cover or nameplate, which will give 
you an idea of the intricacy of the photographic shutter. 

We were not informed by the United States Tariff Commission as to the rea- 
sons for their actions in denying our application; however, it is our opinion that 
one of the reasons for their denial in both instances was the fact that, even 
though some relief could have been accorded us under section 336 for photo- 
graphic shutters which were covered under section 1551 of the Tariff Act of 
1930, this relief would have been entirely without effect due to the fact that 
photographie shutters imported into this country where the lens is of chief 
value would be dutiable under section 228B under the Tariff Act of 1930: and, 
since the rate of duty applicable to section 228B had already been decreased 
under a previous trade agreement, section 336 of the Tariff Act would have had 
no effect on this situation unless combined with an application under section VII 
of the Trade Agreement Act of 1951. To the best of our knowledge, there is no 
provision in the rules of practice of the United States Tariff Commission for 
the making of a dual application. If a dual application were accepted, it would 
appear to be extremely difficult to implement any decision granting relief result- 
ing from such an application. 

Very truly yours, 
WOLLENSAK OPTICAL Co., 
Rosert E. SPRINGER, T'reasurer. 


83979—56—pt. 3——31 
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QUESTIONNAIRE ON FOREIGN TRADE AND THE ROCHESTER METROPOLITAN AREA 


A survey conducted by the Legislative Reference Service of the Library of 
Congress at the request of Representative Harold C. Ostertag 


1. Name and address of our company: Wollensak Optical Co., 850 Hudson 
Avenue, Rochester, N. Y. 
2. What are the principal products produced by our company? 
1. Photographic shutters 
2. Lenses for moving-picture cameras. 
3. Projection lenses. 
4. Government fire-control instruments, ete. 
5. Seopes and binoculars. 
6. High-speed camera and accessories. 
3. What was annual output of these products in 1953 and 1954 in value and 
units of quantity? 











1953 1954 

Products —— ssesanainsieeinidasilenttiis 

Quantity Value |Quantity Value 
er Cee, oo . naannuanne cuaaneemane 141, 300 $2, 450, 000 34, 500 $520, 000 
Lenses for moving-picture cameras---.........-.-------- 75, 829 1, 510, 000 84, 438 1, 690, 000 
Projection lenses _ ___- 1a} oiclinais callie s Ghmabemdaioeniee 25, 900 260, 000 25, 350 775, 000 
Government fire-control instruments, etc....._.......-- 38, 116 1,700,000 | 12,100 605, 000 
ae ee 12, 200 250, 000 5, 550 110, 000 
High-speed cameras and accessories. ................-- 217 1, 000, 000 190 760, 000 
NO NNN sae oc cs a cee bos Rees a EE EEE 1, 040, 000 
Total. . ‘cen ccietts sities enamide ea ntmaas 8, 150,000 |.........- 5, 500, 000 

| 


4. With which products do you regard imports as competitive? Which 
imports? 
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Primarily photographic shutters, and as you will note from No. 3 above, im- 
ports have seriously affected our business. 

5. To what extent, if any, do imports specifically affect your business? 

The importation of photographic shutters has caused the 75 percent decrease 
in our shutter production as is illustrated in No. 3 above, and caused us to lay 
off a majority of our skilled shutter markers since we cannot compete with $0.15 
to $0.50 per hour labor which exists in the countries from which shutters are 
imported. The labor content in manufacturing shutters is 85 percent of the 
unit cost per shutter, and at our average rate of $2.25 per hour we cannot com- 
pete with imports. 


6. Do you sell products for export abroad? Give value and units of quantity 
for 1953. 

Negligible. Value, 1953, $50,617.40; 1954, $41,884.42. 

7. What percentage of your total business volume represents export trade? 

Negligible. 

8. Are any materials used by you imported from abroad? If you do not have 
this information, will you please furnish a list of material that go into your 
products? 

Imported materials: Raw glass, 1953, $3,000; 1954, $2,000. 

9. What is your total average employment? 

Approximately 825 in 1954. 

10. What percentage of your work force is engaged in export business? Im- 
port business? 

Negligible. 

11. Shall appreciate any comment you may care to make regarding the signifi- 
cance of (a) exports and ()) imports to— 

(1) Our company: Export has never been an important factor in our busi- 
ness, due to low level of labor rates in competitive industries in Germany and 
Japan. 

Imports of competitive products from abroad are, however, a most impor- 
tant factor in our business. Our company is rather unique in the optical and 
photographic industries in that we are specialists in the manufacture of 
shutters and photographie lenses. Practically all manufacturers of cameras, 
with the exception of Eastman Kodak who produce their own, purchased our 
shutters and lenses. This business, particularly the shutter business, has 
almost completely gone to Germany and we have been forced to lay off a consid- 
erable number of experienced personnel. Shutters are highly complicated pTte- 
cision instruments, more difficult to manufacture than watches, due to the va- 
riety of speeds and openings used in an expensive shutter. In October 1953 our 
shutter assembly departments had 110 employees; a year later they had 34 and 
further cuts are expected. Many of our shutter parts are made on punch presses. 
In October 1953 we had 14 press operators, a year later we had 2; we now 
employ 1. Many other departments are affected similarly. Our total employ- 
ment of production workers in 1953 was 1,041; today we have 640. 

Our shutter makers are highly skilled people with many years of experience. 
It takes 2 to 3 years to train one and only a small percentage of people, to whom 
we give training, succeed in becoming shutter makers. Shutters are not items 
that can be mass produced. Each is built individually. Our Rapax shutter 
has 186 parts, many of them so small that they must be handled with pincers. 
We are losing these skilled people, dut to layoffs. Our union contract and seni- 
ority rules give us only slight chances to keep them. We have no assurance that 
we will ever get them back. The same is true of other skilled occupations. 
Precision lens polishers and lens grinders were listed by the United States De- 
partment of Labor as extremely scarce and were deferred by draft boards during 
World War IT and the Korean incident, yet we have to let these skilled people gu 
for lack of work, perhaps forever. 

To sum it all up, the impact of imports on our company is disastrous. Nat- 
urally, we are considering steps to keep this company in business, but we do 
not see any way of keeping our skilled help on our payroll. 

(2) On the industry: As mentioned above, our company is rather unique in 
the industry in the particular combination of special services we supply. but 
all of the optical and photographic industry is affected to some extent. Some 
of the manufacturers in the industry produce large amounts of photographic 
paper, film, and chemicals. To them, precision optical instruments and lenses are 
i sideline, sometimes not even a profitable one. As far as those companies 
are concerned, their survival is not at stake, but the skill of the employees in- 


volved in work similar to. ours is at stake. Other manufacturers in the field 
produce cameras. 
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These have turned to Germany for their shutters to bring down the price of 
their cameras and to come closer to the price of German cameras. Their efforts 
in this respect are bound to fail. The old chestnut that American workers 
are so much more productive than the foreign labor may be true in mass pro- 
duetion industries where capital investments are terrifically high and American 
workers produce more because they have better tools to work with; it is not true 
in most operations of the optical and photographic precision industry where cost 
of labor is high, where great skill is involved, where mass production methods 
cannot be used due to the great variety of products and relatively small number 
of units produced, and where, therefore, the tools used have not increased produc- 
tivity sufficiently to overcome the difference in labor costs. 

Other manufacturers in the industry are also in the ophthalmic field. It must 
be remembered that the skills of such people as lens polishers and lens grinders 
of ophthalmic lenses can in no way be transferred to precision lens polishers 
and grinders. It is a completely different trade. These manufacturers also are 
affected by the loss of their precision optical business. 

Significance of exports to other companies in the industry vary with the type 
of product manufactured. To some, exports would be of tremendous impor- 
tance; to others, they might be of minor significance. 

(3) On the Rochester area generally: The Rochester area is a high skill area 
with a large variety of manufactured products. Some export to a considerable 
extent. Since we discussed the photographic and optical industry in No. 2 
above, we need not consider this industry again. As for the balance, we be- 
lieve that exports are of minor significance; to many of them, imports are of 
considerable significance. 

We do not feel that we are qualified to discuss this topic as far as other indus- 
tries are concerned, but we do know that today highly experienced and skilled 
people, laid off by the photographic and optical industry, are walking the streets 
looking for a job in their trade and there are none to be had. These are men that 
any employment manager would have given his right arm to be able to hire 3 and 
4 years ago and 10 to 15 years ago. Yet, today, no one can use them. They 
accept unskilled jobs in all kinds of work where they earn only a fraction of 
their customary rate and where within a fairly short period of time they lose 
their skill and their ability to do the fine work and delicate adjustment necessary 
in our type of product. 

{4) To defense and national security : Again, we do not wish to speak for other 
industries on this topic, but we certainly feel very strongly on this subject as far 
as our own industry is concerned. 

Our industry is an imported industry. It was built up by imported skilled 
craftsmen who came from Germany—the Bauschs, the Lombs, the Wollensaks, and 
many others—and even today the industry is full of people of German birth or 
German origin. They brought the skill and taught it to others. When World 
War I came along, it was only a small industry, but suddenly German imports 
stopped and efforts had to be made to substitute American-made products for 
German imports. There was lots of time, however—3 years, 1914 to 1917—before 
we got into the scrap, and even then we weren’t ready. It took another year 
to equip an Army. The optical industry was one of those that was not ready, 
but it grew fast during and after World War I, when photography became of 
such tremendous importance in peace and war. We were ready in World War 
II and Korea. Optical and photographic equipment, bombsights, gunsights, 
tanksights, periscopes, telescopes, binoculars, cameras of all types, all needing 
lenses and instruments that only the optical industry with its skilled help could 
supply; all these and many others, too numerous to mention, flowed in a never- 
ending stream to the Armed Forces. Again, however, we had time to do training, 
to enlarge our facilities, to plan, and to produce, but even then we could not do it 
without exempting from military service those who had the skill to do the work. 

What is the situation today? The industry is losing a large part of skilled 
help, and those that remain are the older employees, many of whom have been 
with the industry for 25 to 50 years. They have never done anything else and 
they are expert craftsmen, but they are not getting any younger. Within a few 
years, these skills will be gone. They tell us that in the next war we will not 
have time to prepare. How then, can we produce precision equipment without 
trained help. How good is a camera without a lens or a shutter, how good is a 
pair of binoculars without prisms, how good an atomic submarine without a 
periscope, how good a bombsight without an optical system? Are we going to 
fight the next war blindfolded? That is exactly what we are going to do, unless 
something is done to keep optical plants going. 
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The choice is up to our Government and to Congress. We, as a company, are 
an insignificant part of American industry. We, naturally, try to get into some 
related business and we will probably succeed. Even if we don’t, a small plant 
will close up, there will be 750 more unemployed, a few investors will lose some 
money. Small concern when we are used to talking about billions of dollars and 
millions of people, but we represent today an important part of an industry with- 
out which no war can possibly be won. Draw your own conclusions, but, we hope, 
that the people who now decided that we don’t need an optical industry will have 
the right answers when the bombs start dropping. 

12. How much of our export business results from United States foreign eco- 
nomic and military aid programs? 

Negligible. 

13. How would a progressive reduction of tariffs, on a selective basis, totaling 
15 percent over the next 3 years, affect our business? 

Our precision photographic shutter and optical lens business has already been 
gravely affected by imports and a further drop in duty would result in further 
grave consequences. 

14. What effect will the St. Lawrence seaway have on our business? Will it 
increase your exports? Imports? Competitive exports or imports? 

Unknown, but believed to be extremely negligible. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., September 21, 1956. 
Mr. Leo Irwin, 
House Ways and Means Committee, 
House of Representatives. 


Dear Mr. Irwin: As we indicated in a phone conversation with a member of 
your committee staff today, neither Dr. Gerald J. Holton, associate professor 
of physics, Harvard University, or Sanborn C. Brown, chairman, committee on 
scientific apparatus for educational institutions, American Association of Physics 
Teachers, are able to appear at the hearings presently being held by the Subcom- 
mittee on Customs, Tariff, and Reciprocal Trade Agreements. 

However, they have submitted copies of testimony and memorandums which 
they would like to have made port of the record, in compliance with your letter 
to me of September 4. I am enclosing this material and will appreciate receiving 
copies of the hearings when they are available. 

Best wishes. 

Sincerely, 


HARRISON A. WILLIAMS, Jr. 


MASSACHUSETTS INSTITUTE OF TECHNOLOGY, 
DEPARTMENT OF PHYSICS, 
Cambridge, Mass., September 20, 1956. 
Hon. Harrison A. WILLIAMS, Jr., 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN WILLIAMS: I am enclosing with this letter 80 copies of our 
mimeographed statement which we hope very much you will submit to the Sub- 
committee on Customs, Tariff, and Reciprocal Trade Agreements on behalf of 
our committee on scientific apparatus for educational institutions of the American 
Association of Physics Teachers. 

As Professor Holton has told you, the timing of these subcommittee hearings 
is unfortunate from our point of view, as it comes just at the beginning of our 
school year and this is one of the times when professors cannot be away from 
their teaching duties. 

I am also enclosing 20 copies of our memorandum of June 1956 for use by 
the subcommittee in accord with the request of Mr. Leo H. Irwin, clerk of the 
Committee on Ways and Means, contained in his letter to you of September 4, 
1956. 

We are most grateful to you for your assistance in what we believe to be a 
very important effort in the goal of all of us to provide better education in the 
sciences to our young men and women. 

Sincerely yours, 
Sansorn C. Brown, 
Chairman, Committee on Scientific Apparatus for Educational 
Institutions, American Association of Physics Teachers. 
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A STATEMENT CONCERNING DuTy-FREE IMPORTS OF EDUCATIONAL APPARATUS RY 
THE COMMITTEE ON SCIENTIFIC APPARATUS FOR EDUCATIONAL INSTITUTIONS OF 
THE AMERICAN ASSOCIATION OF PHYSICS TEACHERS 


The American Association of Physics Teachers is the affiliated organization of 
the American Institute of Physics which represents the teaching interests of the 
physicists in this country. The committee on scientific apparatus for educa- 
tional institutions was established by the executive committee of the American 
Association of Physics Teachers in 1955 as one aspect of the increasing scope of 
the responsibility which the association is assuming in developing active pro- 
grams for the improvement of physics teaching. One of the main aims of this 
committee is to alleviate the existing crisis in science teaching by finding ways 
to obtain better, more suitable, more challenging and more readily available 
teaching equipment (such as demonstrations and laboratory apparatus) used in 
connection with science courses in our educational institutions. 

The purpose of this memorandum is to bring to your attention a real difficulty 
handicapping the training of sufficient manpower for this country and to solicit 
your support in our drive to remove this difficulty. We believe that the crisis 
in scientific teaching is a real one and that one of the reasons for this crisis is 
the lack of good commercial teaching apparatus in the United States. We feel 
that the deficiency is due to a lack of interest and of effective competition of our 
tariff-protected apparatus suppliers caused in part by the small size of the edu- 
cational market compared to the industrial market. 

Although, of course, there are good items to be found, on the whole there is 
widespread dissatisfaction among physics teachers with the high cost, relatively 
poor quality, lack of imagination, and paucity of new developments in the cur- 
rent offerings of apparatus supply houses in this country. Some excellent and 
relatively inexpensive educational apparatus is being produced abroad but it 
is effectively being kept from educational users in this country by an import 
tariff of up to 50 percent. This tariff is not only larger than for most other 
merchandise imported into this country, but it is also far larger than the import 
tariff on corresponding equipment in any other country in the world. 

We believe that the crisis in the production of scientists, particularly in 
physics, is so acute as to constitute a national emergency. There are two parts 
to this problem: 

(a) The effect on our national welfare in peacetime. 
(6) The effect on our national security . 

(a) The engineers and scientists, and in particular the physicists, constitute 
a group of crucially needed manpower both for our expanding peacetime economy 
and for our national security. These are the men on whom our Nation depends 
for its strength in weapons and beneficial inventions, whether they be as big 
as the nuclear devices for peace and war or as tiny as the transistors in the 
electronic circuits of the rockets or business machines. Yet the production of 
physicists, instead of increasing with our rapidly increasing needs has been 
sharply decreasing, and this decrease is causing serious delays in vital projects. 

(b) In addition to the threatening effect of the crisis in the production of 
scientists on our normal life as a Nation, there is also the effcet on our national 
security and world standing. In brief, Russia, who in 10 short years has 
caught up with us in nuclear engineering, is now beginning to outproduce us in 
scientists and engineers for use in war or peace, at home or as an exported agent 
in the technical assistants contest. 

One of the real difficulties in running elementary and intermediate physics 
courses with a limited budget in a period of expanding college and high-school 
enrollments is the problem of adequate laboratory and demonstration equipment. 
Increasingly, physics teachers are dissatisfied with the high cost, relatively poor 
quality, lack of imagination, and paucity of new developments in the current 
offerings of apparatus supply houses in this country. The current situation 
that faces the physics teacher is the necessity of dealing with an industry which 
is not aggressively interested in his demands and problems, an industry in 
which there is little effective competition, and an industry which is comfortably 
protected by an outrageously large import tariff on the advanced and imaginative 
apparatus put out by manufacturers in England, Germany, and other nations 
of the free western world. 

The apparatus supply houses in this country are few in number and the 
situation is essentially noncompetitive. Our committee has canvassed each 
of the companies listed as sources for scientific and educational apparatus for 
physics by the Scientific Apparatus Manufacturers Association of the United 
States. We found from the replies that only four companies claim to be general 


‘ 
i 
‘ 
< 
1 
‘ 
‘ 
: 
‘ 
‘ 





CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1723 


suppliers of teaching apparatus. In addition, five others are suppliers of special 
items, like optical equipment, but their output is largely obtainable through 
general supply houses. The offerings of these companies have not been marked 
by interesting innovations or aggressive salesmanship. Even a cursory examina- 
tion of the offerings of these companies produces the evidence that during the 
postwar period of most rapid expansion of interest in and need for teaching 
instruction in this country, the major suppliers have done far less than might 
reasonably be expected. On the other hand, we look with dismay and envy at the 
developments brought into the European market by European supply houses. 
The 40- to 50-percent import duty effectively bars most physics teachers in the 
United States of America from giving their students the benefit of these develop- 
ments. And at the same time, it prevents the kind of competition which might 
make our own supply houses in this country wake up fully to the needs and 
possibilities of the market. Those of us who have been able to import this 
equipment can attest to its excellence in design, craftsmanship, and the suitability 
in the classroom. 

Hand-in-hand with these signs of inadequacy in the supply of teaching equip- 
ment for United States classrooms go many other symptoms of a tariff-protected 
industry which is not living up to the urgent challenge of the times. These in- 
clude very high prices, inadequate contacts made by supply houses with the 
teaching profession, poor quality of many items, poor design from the point of 
view of optimum classroom use, lack of interest in bringing out items designed by 
teachers in the field and offered to the company. The general dissatisfaction 
with the current state of services may be gaged by comments received by this 
committee by physicists and educators and the response to a questionnaire sent 
out by this comittee to physics teachers to pinpoint the type of equipment which 
they feel is needed but not on the market in adequate form. Incidentally, no 
such market survey has been attempted by any of the established commercial 
concerns. 

The reasons for the existing deficiencies in the supply of good educational 
apparatus from United States apparatus companies can be simply summarized 
as follows: lack of effective competition and the relative unattractiveness of the 
educational market as compared to the much larger, wealthier, and booming in- 
dustrial market. As a consequence of the lack of competition, the usual symp- 
toms of ineffective marketing have set in. Since the merchandise is not suffi- 
ciently attractive, the market is even smaller than it might be, and this has 
correspondingly increased the prices beyond the level attainable by many schools 
and colleges. This is doubly serious at the present time, because the financial 
support of educational institutions has in no way kept pace with our inflationary 
economy. The schools and colleges are, therefore, less able to afford apparatus, 
even if the competition with Government and industrial laboratories had not 
raised instrument prices beyond the ability of the educational institutions to pay 
for them. 

The educational buyers constitute a vital link in the supply of trained scientific 
manpower and the use of good apparatus for lecture demonstrations and the 
laboratory is one of our best teaching tools. Yet, in the United States educa- 
tional buyers constitute only a small, and progressively smaller, portion of the 
total business of the apparatus industry. Even the biggest scientific supply 
house has increasingly turned away from serving the educational market and 
has concentrated on commercial buyers. One consequence has been that since 
World War II it has introduced just one major piece of equipment for our use. 
At the same time, at least a dozen of the most interesting teaching tools which 
were offered in 1941 are no longer found in their 1950 catalog. The tendency 
therefore is toward dropping interesting items instead of improving them to 
make sales more attractive. This situation can, in part, be traced back to the 
attraction exerted by other far better endowed customers. Government and in- 
dustry are now responsible for 90 percent of the expenditures for scientific re- 
search and development, leaving only 10 percent to the universities (Statistical 
Abstract of the United States, 1955: United States Department of Commerce, p. 
499). The trend has been to smaller percentage particpation by universities as 
time passes. The total expenditure for teaching equipment can only be esti- 
mated, but it is only a small fraction of even the relatively small research ex- 
penditures of the universities. 

It is astonishing to find that of all the major countries of the free world the 
United States has the highest duty on scientific instruments and apparatus 
imported for educational purposes, amounting to 40 percent on the average and 
50 percent on optical goods. Even traditionally high-tariff countries, like 
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France and the United Kingdom, have no import duty on scientific equipment 
destined for educational users. Our central contention is that the net effect 
on the United States apparatus industry would be minor or negligible and 
perhaps even salutary if the tariff on educational imports were dropped, and that 
the effect on science teaching would be very beneficial at a time when the 
production of scientists is a major problem touching our national strength and 
safety. 

In connection, we therefore urge that the import duty on apparatus destined 
to be used for educational purposes in our tax-free educational institutions 
be eliminated. 

COMMITTEE ON SCIENTIFIC APPARATUS 

FOR EDUCATIONAL INSTITUTIONS, 

AMERICAN ASSOCIATION OF PHysiIcs TEACHERS, 
SANBoRN C. Brown, Chairman. 


AMERICAN ASSOCIATION OF PHysics TEACHERS (AAPT), COMMITTEE ON SCIEN- 
TIFIC APPARATUS FOR EDUCATIONAL INSTITUTIONS, JUNE 1956, MEMORANDUM 
CONCERNING Duty-FREE IMporTS OF EDUCATIONAL APPARATUS 


1. PURPOSE OF MEMORANDUM 


The purpose of this memorandum is to bring to your attention a real difficulty 
handicapping the training of sufficient scientific manpower for this country, and 
to solicit your earnest support in our drive to remove this difficulty. In the 
following pages we shall document the facts that the crisis in science teaching 
is real, and that one of the reasons for this crisis is the lack of sufficient good 
commercial teaching apparatus in the United States. We shall show that the 
deficiency is due to a lack of interest and effective competition of our tariff- 
protected apparatus suppliers, caused in part by the small size of the educational 
market compared to the industrial market. 

Although, of course, there are good items to be found, on the whole there 
is widespread and increasing dissatisfaction among physics teachers with the 
high cost, relatively poor quality, lack of imagination and paucity of new 
developments in the current offerings of apparatus supply houses in this country. 
Some excellent and relatively inexpensive educational apparatus is again being 
produced abroad (e. g., in England), but that it is effectively being kept from 
educational users in this country by an import tariff of up to 50 percent. This 
tariff is not only larger than for most other merchandise imported into this 
country than for most other merchandise imported into this country, it is also 
far larger than the corresponding import tariff in any other country in the world. 

As one of our conclusions we present a concrete plan for the elimination of 
this tariff for educational buyers in tax-exempt institutions. <A’ similar plan 
has been in successful operation in Canada, the United Kingdom and many other 
countries. We present a detailed examination of all arguments for and against 
the proposal. 


2. THE AMERICAN ASSOCIATION OF PHYSICS TEACHERS 


The American Association of Physics Teachers is the affiliated organiza- 
tion of the American Institute of Physics which represents the teaching interests 
of the physicists in this country. It was founded in 1930. It publishes an 
official journal, the American Journal of Physics and among its members are 
the foremost teachers of physics in this country. 

The general nature of the organization might best be inferred from a perusal 
of its Directory of Membership, published last July by the American Institute 
of Physics, 57 East 55th Street, New York, N. Y. The director contains the 
constitution and bylaws of the association, a brief history, and an outline of 
some of our activities. 

In addition to a number of standing committees (such as physics in engineer- 
ing education, production of teachers, etc.) it has several ad hoc committees. 
Those include this Committee on Scientific Apparatus for Educational Institu- 
tions. The association is also officially represented in cooperative programs with 
other professional organizations concerned with education in the sciences. 
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8. THE COMMITTEE ON SCIENTIFIC APPARATUS FOR EDUCATIONAL INSTITUTIONS 


This committee was established by the executive committee of the AAPT in 
1955 as one aspect of the increasing scope of the responsibility which the asso- 
ciation is assuming in developing active programs for the improvement of physics 
teaching. Its chairman is Prof. Sanborn C. Brown, of the department of physics, 
Massachusetts Institute of Technology, Cambridge, Mass. 

One of the main aims of the committee is to alleviate the existing crisis in 
science teaching by finding ways to obtain better, more suitable, more challenging, 
and more readily available teaching equipment (such as demonstration and 
laboratory apparatus) used in connection with science courses in our educational 
institutions, 


4, BACKING OF THE COMMITTEE’S WORK AND PROPOSALS 


The work of this committee has the explicit backing of the following educa- 
tional institutions and organizations. It should be noted that this list includes 
some of the largest groups of teachers and scientists in the country: 


Organizations 


American Association for the Advancement of Science 

National Science Teachers Association 

Association of Geology Teachers 

Committee on School Science, American Academy of Arts and Sciences 
Association of Land-Grant Colleges and Universities 

American Association of Physics Teachers 


Universities (presidents or deans) 
Bowdoin College 


Emmanuel College 

Harvard College 

Massachusetts Institute of Technology 
University of Notre Dame 

University of Oklahoma 

Purdue University 


Physics departments 

Amherst College 
Boston College 

soston University 
Brooklyn Polytechnic Institute 
Carnegie Institute of Technology 
Cornell University 
Emmanuel College 
University of Florida 
University of Maryland 
University of Michigan 
University of Puerto Rico 
Stanford University 
Virginia Polytechnic Institute 
Washington University 
Wellesley College 
Yale University 


5. THE CRISIS IN SCIENCE TEACHING IS REAL 


We believe that the crisis in the production of scientists, particularly in 
physics, is so acute as to constitute a national emergency. There are two parts 
to this problem: (a) The effect of our hational welfare in peacetime; and (0b) 
the effect on our national security. 

(a) The engineers and scientists, and in particular the physicists, constitute 
a group of crucially needed manpower, both for our expanding peacetime econ- 
omy and for our national security. These are the men on whom our Nation 
depends for its strength in weapons and beneficial inventions, whether they be 
as big as the nuclear devices for peace and war, or as tiny as the transistors 
in the electronic circuits of rockets or business machines. Yet, the production 
of physicists, instead of increasing with our rapidly increasing needs, has been 
sharply decreasing, and this decrease is causing serious delays in vital products. 
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The data for high-school enrollments in physics are particularly significant be- 
cause more than in most professions, physicists and engineers have to decide 
on their careers and start their training early. 

Evidences: In appendix A, we cite six separate items of documentation from 
the large number of published studies and statements on these points. Item 1 
illustrates the large relative decrease during the last 50 years in the proportion 
of high-school students now studying physics—from 20 percent to less than 5 
percent. Item 2 shows that in a survey of 715 high schools by the United 
States Office of Education, by far the most troublesome obstacle to good science 
teaching was found to be supplies and equipment. Item 3 again accentuates the 
expense of equipment and apparatus and its effect in limiting physics training. 
Item 4 deals with the catastrophic decline in the number of qualified science 
teachers; last year, for example, only about 125 new high school physics teachers 
were produced for our 28,000 high schools. Item 5 gives a typical case of 
how the present situation is affecting the school system. Item 6 gives the 
reaction of a prominent business man who is seriously concerned about the 
effect of the scientific manpower shortage. For further details, please see 
appendix A. 

(b) In addition to the threatening effect of the crisis in the production of 
scientists on our normal life as a nation, there is also the effect on our national 
security and world standing. In brief, Russia, who in 10 short years has caught 
up with us in nuclear engineering, is now threatening to outproduce us in the 
immediate future in scientists and engineers for use in war or peace, at home or 
as exported agents in the technical-assistance contest. The fact is, as pointed 
out in an editorial in the New York Times for April 5, 1956: “In the United States 
we graduated only half as many college-trained scientists and engineers in 1954 as 
we did in 1950, whereas the Russians are doing twice as well.” 

Evidences: In appendix B, we cite several items of documentation, drawn 
from the large amount of published material originating in the Congress, AEC, 
CIA, and other sources. (For full details, please see appendix B.) 


6. THE LACK OF GOOD COMMERCIAL TEACHING APPARATUS IN THE UNITED STATES 


As has been pointed out repeatedly above, one of the real difficulties in running 
elementary and intermediate physics courses with a limited budget in a period 
of expanding college and high-school enrollments is the problem of adequate 
laboratory and demonstration equipment. 

Increasingly, physics teachers are dissatisfied with the high cost, relatively 
poor quality, lack of imagination, and paucity of new developments in the current 
offerings of apparatus supply houses in this country. 

The current situation that faces the physics teacher is the necessity of dealing 
with an industry which is not aggressively interested in his demands and prob- 
lems, an industry in which there is little effective competition, and an industry 
which is comfortably protected by an outrageously large import tariff on the 
advanced and imaginative apparatus put out by manufacturers in England, 
Germany, and other nations of the free Western World. 

These several assertions will now be substantiated. 

(a) The apparatus supply houses in this country are few in number, and the 
situation is essentially noncompetitive. This committee has canvassed each of 
the companies listed as sources for scientific and educational apparatus for 
physics by the Scientific Apparatus Makers’ Association of the United States 
(SAMA). We found from the replies that only four companies claim to be gen- 
eral suppliers of teaching apparatus. These were: The Central Scientific Co., 
Chicago (Cenco) ; W. M. Welch Scientific Co., Chicago ; Cambosco Scientific Co., 
Boston ; and Stansi Co., Chicago. In addition, five others are suppliers of special 
items like optical equipment, but their output is also largely obtainable through 
general supply houses. 

(b) The offerings of these companies have not been market by interesting 
innovations or aggressive and effective salesmanship. This committee, for 
example, analyzed the apparatus and equipment of the largest company, Cenco, 
comparing the latest catalog, issued in 1950, with the previous one (1941). 
The result is astonishing. About 5,000 items are listed, mostly for industrial 
applications. Of those usable for the teaching of physics, 110 items were new 
in 1950 as against 1941. Among the 110, only 15 items seem to have been 
added primarily for their suitability as teaching aids, and only one was judged 
by this committee to be really an outstanding innovation. (Incidentally, this 
was a radar demonstrator developed not by Cenco but by the General Electric 
Co. and marketed exclusively by Cenco.) At the same time at least a dozen 
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of the most interesting teaching tools which were offered in 1941 are no longer 
found in the 1950 catalog. The changes and additions announced by Cenco 
since 1950 have not changed the picture. It is, therefore, evident that during 
the postwar period of most rapid expansion of interest in and need for physics 
instruction in this country, the major supplier has done far less than might 
reasonably be expected. 

The record of Welch, the only other firm of considerable size, is not quite so 
bad, but neither is it an order of magnitude better. (This committee finds that 
of the 100 or so additional items for physics teaching in Welch’s 1954 catalog 
compared to 1942, 12 can be considered outstanding developments.) On the 
other hand, we look with dismay and envy at the developments brought into 
the European market by European supply houses, and we note that a firm like 
Leybold of Western Germany (founded in 1850) has in recent years systemati- 
cally brought out new, startlingly imaginative teaching equipment, particularly 
for the teaching of modern physics. The 40- to 50-percent import duty effec- 
tively bars most physics teachers in the United States from giving their students 
the benefit of these developments, and at the same time prevents the kind of 
competition which might make our own supply houses in this country wake up 
fully to the needs and possibilities of the market. Those of us who have been 
able to import this equipment can attest to its excellence in design, craftsman- 
ship, and suitability in the classroom. 

(c) Hand in hand with these signs of inadequacy in the supply of teaching 
equipment for United States classrooms go many other symptoms of a tariff- 
protected industry which is not living up to the urgent challenge of the times: 
Very high prices, inadequate contacts made by supply houses with the teaching 
profession, poor quality of many items, poor design from the point of view of 
optimum classroom use, lack of interest in bringing out items designed by teachers 
in the field and offered to the companies. The general dissatisfaction with the 
current state of service may be gaged by the comments received by this com- 
mittee from physicists and educators, and the response to a questionnaire sent 
out by this committee to physics teachers to pinpoint the type of equipment 
which they feel is needed but not on the market in adequate form. Incidentally, 
no such market survey has been attempted by any of the established commer- 
cial concerns. In fact, they have recently asked our committee of physics 
teachers, their customers, to make such a market survey and analysis for them. 
This is now being started. 


7. REASONS FOR THE DEFICIENCY IN THE SUPPLY OF COMMERCIAL EDUCATIONAL 
APPARATUS IN THE UNITED STATES 


The reasons for the existing deficiencies in the supply of good educational appa- 
ratus from United States apparatus companies can be simply summarized: Lack 
of effective competition and the relative unattractiveness of the educational 
market compared to the much larger, wealthier, and booming industrial market. 


(a) Lack of effective competition among suppliers 


This has been discussed above, and holds for all but a few items needed in the 
classroom. The exceptions are mostly in advanced electronic apparatus and in 
advanced optical equipment, but even there many of the most useful items seem 
to be unavailable. For example, there is still no really cheap and simple Geiger 
counter for individual student use, and there is only one rather inadequate type 
of vertical projector for visual aid. 

As a consequence of the lack of competition, the usual symptoms of monopolis- 
tic marketing have set in: Since the merchandise is not sufficiently attractive, 
the market is even smaller than it might be, and this has correspondingly in- 
creased the prices beyond a level attainable by many schools and colleges. This 
is doubly serious at the present time because the financial support of educational 
institutions has in no way kept pace with our inflationary economy. The schools 
and colleges are therefore less able to afford apparatus, even if the competition 
with Government and industrial laboratories had not raised instrument prices 
beyond the ability of the educational institutions to pay for them. 


(vb) Small size of the educational market compared to industrial needs 


The educational buyers constitute a vital link in the supply of trained scientific 
manpower, and the use of good apparatus for lecture demonstrations and the 
laboratory is one of our best teaching tools. Yet in the United States educational 
buyers constitute only a small and progressively smaller portion of the total 
business of the apparatus industry. Even the biggest scientific supply house has 
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increasingly turned away from serving the educational market and has concen- 
trated on commercial buyers; one consequence, as discussed, has been that since 
World War II it has introduced just one major piece of new equipment for our 
use. This situation can in part be traced back to the attraction exerted by other 
and far better endowed customers. As table 1 shows, Government and industry 
are now responsible for 90 percent of the expenditures for scientific research and 
development, leaving only 10 percent to the universities. The trend has been to 
smaller percentage participation by universities as time passes. The total ex- 
penditure for teaching equipment can only be estimated, but it is only a small 
fraction of even the relatively small research expenditures of universities. 


TABLE 1.—Research and development in millions of dollars 


| | l 
Year Govern- | Per- os Per- | Univers-| Per- 
ment cent | | cent | ities | cent 
saiemtnencbiiacenia aaa i Be a a 
Wi sekdees wensactoeted ti dds Sede 770 19 2,810 | 70 | 420 11 
Loa 9 


Pe iiientbitidditaanbecnce stk Seat aae 700 17 
Source: Statistical Abstract of the United States, 1955 (U. S. Department of Commerce), p. 499. 


These figures appear to be, if anything, too low for the research expenditures 
of industry. In a survey conducted for the National Science Foundation by the 
Bureau of Labor Statistics (January 1956), United States industry has spent 
3.7 billion for research and development in 1953, and 4 billion in 1954. The 
participation of the Federal Government in research has also been growing 
radically. According to Allan T. Waterman, Director of the National Science 
Foundation, since 1940 the funds expended by the Federal Government for re- 
search and development have increased twentyfold. (See the New York Times, 
February 20, 1956, report of the American Association of School Administrators. ) 
With this vast expansion of the market in a new direction it is perhaps only 
natural that the apparatus supply houses should move in that direction. 

We estimate that Cenco, for example, now sells annually more of one item 
(vacuum pumps) to industry and the Government than all its sales of college 
teaching equipment combined. The scientific and laboratory instrument industry 
is, in fact, “one of the most rapidly developing” industries, “reflecting an eight- 
fold expansion over the past 15 years,” according to Nathan D. Golden, Director, 
Scientific, Motion Picture and Photographic Products Division, Department of 
Commerce, Business and Defense Services Administration (letter of September 
10, 1954). 


8. THE UNITED STATES TARIFF ON IMPORTS OF EDUCATIONAL SCIENTIFIC APPARATUS 


In the light of the above facts it is astonishing to find that of all the major 
countries of the free world, the United States has the highest duty on scientific 
instruments and apparatus imported for educational purposes, namely, 40 percent 
on the average and 50 percent on optical goods. Even traditionally high-tariff 
countries like France and the United Kingdom have no import duty on scientific 
equipment destined for educational users. Table 2 gives the details: 


TABLE 2.—Comparison of import duty or sales taw on scientific instruments and 
apparatus for educational purposes in western countries 


RII cain gis casein eased <iactalilca tics Nicene ania A tn cea Free 
I SURIEEIADD 2 cists ecm tea a Free 
DN iscsi aicpetiiasti tice eT alta ee a Ea ake Free 
RNIN: . csicciinipesincngtlbcbiesaiaaiesimelidh Meitlatamlaniasnibaimiamiatciae ita ae tae ae ena Free 
Osasuna id ti a a a a a et Free 
MD issih ci a a aa ae ee Free 
ak cic el aac a a a lc tae cae Free 
I ia a a a eh i ee ee ees Free 
NI aii iss dee specicnntins aic octane a bes a eee tee et oe Se Si Free 
INN iis cn hn cicannicl inaiaedis aesbialseais ales a a a tea he ok et Free 
icici sateen tli is ab ato ea it nc get aaah hi Free 
IR IN a a a a Free 
OTN i icc see eerie eel meric ee i dk ae ater se Free 
TN i ieee sala a ea a percent.. 38 
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TABLE 2.—Comparison of import duty cr sales tax on scientific instruments and 
apparatus for educational purposes in western countries—Continued 


Belgium 
Panama 


1Free to universities. 
2Free to State-supported institutions. 
850 percent for optical goods. 


Source: Trade Barriers to Knowledge, issued by Division of Free Flow of Information, 
UNESCO, based on data compiled by the intelligence unit of The Economics, London. 


The details concerning import duties on scientific apparatus in the United 
States are, briefly as follows. The 1930 Tariff Act, as amended to date, pro- 
vides different headings for different items and different duties for each heading. 
Thus the full range of duties is from 12% percent for transformers to 60 percent 
on ceramic or porcelain ware. The largest volume of scientific apparatus of 
interest to the teaching profession falls under paragraph 228 (a) (e. g., spec- 
troscopes), which has a 50-percent duty. Paragraph 218 (a) provides for a 
4214-percent duty on scientific articles and utensils such as thermometers or 
glassware. Paragraph 360 provides a 30-percent duty on most laboratory or 
scientific apparatus made of metal and having no optical parts unless a higher 
duty is specifically provided elsewhere in the act. Paragraph 212 pertains to 
the 60-percent duty on ceramic or porcelain ware for chemical laboratories. 
Moreover, scientific apparatus is usually fragile and demands special packing 
and crating; the tariff law provides that this packing and crating is dutiable at 
the same rate as the contents; so often a 50-percent duty is paid even on the 
special wooden crate. 

The existing tariff situation in the United States has helped to keep down 
imports of scientific and professional instruments to a level 4 or 5 times below 
exports from this country. The figures are given in table 3. 


Taste 3.—United States imports and exports of scientific and professional in- 
struments, apparatus, and supplies, in millions of dollars 


| Exports 
| from United | Imports Ratio 
States ! 





100:22 
100:22. § 


Source: Statistical Abstracts of the United States, 1955, pp. 907, 909. 


The result is that United States exports predominate very greatly and, insofar 
as apparatus for educational institutions are concerned, they are usually duty 
free at the point of destination, whereas imports into the United States are not. 
Nevertheless, the United States apparatus industry is interested in “doubling our 
sales of scientific and laboratory instruments and equipment in world markets 
generally” (letter of N. D. Golden, September 10, 1954), and the United States 
Department of Commerce has been issuing detailed market analyses of various 
countries for use by our domestic companies. These reports are entitled “Instru- 
mentation Abroad.” According to Mr. Golden’s analysis, “there are certain items 
producers who are disturbed by our $10 million imports”—which amounts to less 
than 1 percent of United States production of scientific and laboratory instru- 
ments. The same source reveals that, in addition to the 750 scientific and labora- 
tory-instrument manufacturers in this country, there are “in excess of 1,000” es- 
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tablishments producing “industrial and process instruments and equipment.” 
This is an industry which is “rapidly approaching a $2 billion annual output (and 
which has not been included in our account above). Fundamentally, these instru- 
ments are adaptations or derivations of scientific and laboratory instruments and 
equipment, primarily designed as industrial tools.” The export of these items 
is there given as $65 million yearly, and the import only $2 million. This is a 
100:3 ratio of exports to imports. 

It is evident, therefore, that the apparatus industry in this country is a very 
large and growing enterprise, and is in no sense threatened by excessive imports 
from other countries. 

Our central contention is that the net effect on United States apparatus industry 
would be minor or negligible if the tariff on educational imports were dropped, 
whereas the effect on science teaching would be very beneficial at a time when 
the production of scientists is a major problem touching our national strength 
and safety. Concrete evidence for this stand will be given below. We agree 
with the opinion expressed (on August 9, 1955) to our committee by Mr. Ernest 
V. Hollis, Chief of College Administration, Department of Health, Education, 
and Welfare, Office of Education. Commenting on the possibility of strenuous 
opposition from domestic makers of scientific and educational apparatus to legis- 
lation permitting duty-free imports of educational apparatus, he wrote he “didn’t 
think there would be, because the group concerned would be interested in im- 
porting only such items as were not readily available from domestic manufac- 
turers.” We would only add that “readily available” necessarily implies a price 
low enough to permit purchase by the prospective educational buyer. 


9. THE TARIFF SITUATION IN THE PAST AND IN CANADA 


In the Tariff Act of 1913, provision was made for free entry of scientific ap- 
paratus when imported by certain societies and institutions for educational and 
scientific purposes. This provision of the law was omitted by the Congress from 
the Tariff Act of 1922 and from the current law, Tariff Act of 1930. (There 
still remains at least two cases in the current law where such a provision exists. 
Scientific books can be imported; and in the Free List, par. 1817, it is stated 
that educational institutions “may import free of duty any textile machine or 
machinery” for which “no substantial equivalent” is made in the United States, 
and which will be used for instruction. ) 

Apart from these precedents, the case of Canada is very illuminating, because 
it gives us a model of a well-working, easily administered law of the sort we 
would like to see operating in the United States. An excerpt from the Canadian 
law follows: 

(a) Canadian Customs Tariff, section 696: 

Philosophical and scientific apparatus, utensils, instruments, and preparations : 
All articles in this item, when specially imported in good faith for the use and 
by the order of any society or institution incorporated or established solely 
for religious, philosophical, educational, scientific, or literary purposes, or for 
the encouragement of the fine arts, or for the use and by order of any public 
hospital, college, academy, school, or seminary of learning in Canada, and not 
for sale, under regulations prescribed by the Minister: 


epee: SEI UNE i hak ke Free. 
URNS FN a Do. 
ChemGPOl) HEE 2 anaes i ee de a we eS Do. 


(b) Report of a Canadian physics professor on actual procedure under this 
act: 

“Supplies for teaching and research are duty free. We have to put on all our 
purchase orders the following: 

“We hereby certify that the articles or chemicals ordered are to be used exclu- 
sively for the illustration or teaching of scientific principles and for prosecuting 
scientific research or in making chemical analyses and are exempt from duty and 
sales tax under customs tariff item 696.’ 

“A company such as the Canadian branch of Cenco import their supplies in two 
ways. Sometimes they pay the regular duty and then get it back from the Gov- 
ernment by furnishing a copy of a purchase order with the certification on it. 
They also sometimes import things in bond and have them released when ordered 
for tax-exempt institutions.” 

(c) Canada is the best demonstration that United States apparatus supply 
houses do not have to fear sudden extinction by a tariff-free situation. Despite 
the fact that Canadian educators and scientists can buy apparatus freely from 





il 
I 
$ 
( 
J 


ae Or oe 








CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 1731 


anywhere in the world without import duty, the main bulk, mainly 93.5 percent, 
of the educational apparatus is still bought from United States companies. 

The details are as follows: This committee wrote the consul and Trade Com- 
missioner of Canada of the consulate general of Canada in Boston: 

“What are the latest figures (in dollars) of the imports into Canada of 
scientific apparatus for educational institutions from the United States, the 
United Kingdom, Germany, Switzerland, Japan, and any other substantial import 
countries? This information will be of interest to us because Canada does not 
have import duties on scientific apparatus purchased by educational institutions, 
and therefore the data would tend to show the relative amount of such imports 
from abroad which one might expect if there were a corresponding relaxation 
of import duties in the United States.” 

The reply was: 

“Regarding the importation into Canada of scientific apparatus for educational 
institutions I am pleased to quote below the figures for the 12 months ending 
December 1955: United States, $5,323,343 (93.5 percent); United Kingdom, 
$207,312 (3.5 percent) ; Germany, $114,967 (2 percent); Switzerland, $23,164 
(0.4 percent); France, $9,669 (0.2 percent); Austria, $5,317 (0.1 percent) ; 
Japan, $1,063 (0.02 percent).” 

We predict that in this country, as in Canada, the effect of elimination of 
tariff barriers on educational equipment will be that imports from abroad will 
be restricted largely to specific items, with the large majority of purchases still 
made from the United States. However, we foresee a disproportionately good 
effect on teaching and on United States designs owing to those key items which 
can be imported to supplement and diversify existing lines of supply, and owing 


also to the beneficial effects of implicit competition on our own suppliers in the 
United States. 


10. PROPOSAL OF THIS COMMITTEE FOR THE ELIMINATION OF IMPORT TARIFF FOR 
EDUCATIONAL SCIENTIFIC APPARATUS 


The problem we have put can be solved. On the one hand, a member of this 
committee is about to take off a year (1956-57) to make a market analysis of 
educational equipment, the results to be made available to all suppliers. This 
committee also plans to continue to draw the attention of apparatus suppliers to 
existing needs and opportunities in the field. On the other hand, the exorbitant 
tariff and the encumbering importing procedures are plainly detrimental to ef- 
fective science teaching, and this committee, joined by the large number of 
groups listed on page 2, urges prompt relief for educational buyers in tax- 
exempt institutions. 

In particular, we urge adoption of a procedure analogous to that obtaining in 
Canada. (See sec. 9 above.) There are several ways of achieving this end. 
For example, the UNESCO agreement (Florence agreement) of May 21, 1952, 
on the Importation of Educational, Scientific, and Cultural Materials, which has 
been ratified by the United Kingdom, France, and 15 other countries, bids con- 
tracting states not to apply customs duties or other charges on importation of 
educational, scientific, and cultural materials provided that the final purchasers 
are “public or private scientific or educational institutions” and that the “in- 
struments or apparatus of equivalent scientific values are not being manufac- 
tured in the country of importation.’ The United States, which helped to draw 
up the agreement, has not joined the other nations in ratifying it. Ratification 
would at once provide the relief asked in the memorandum. 

As an alternative and perhaps preferable solution, domestic legislation could 
reestablish the principle of duty-free importation by educational institutions 
which used to be part of United States tariff law and which is now accepted by 
every major nation in the Western World. 

Occasionally, direct action by the President and the Tariff Commission has 
been suggested as a third possibility; but according to present law (see Tariff 
Act, sec. 350) this action could not bring adequate relief because on most items 
an Executive order can only result in a relatively minor decrease of the tariff, 
e. g., from 50 to 47.5 percent in 1 year and to a lowest value of 42.5 percent in 3 
years. Unless the tariff on all important items, including those at 50 percent, 
could be substantially eliminated by Executive order, this third choice for action 
would not be adequate; relatively ineffective action of the sort described should 


not be permitted to direct attention away from the urgent problems we are 
facing. 
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11. ARGUMENTS IN FAVOR OF THE PROPOSFD ELIMINATING OF IMPORT TARIFF FOR EDU- 
CATIONAL SCIENTIFIC APPARATUS DESTINED FOR TAX-EXEMPT INSTITUTIONS 


(a) The most important argument in favor of the suggested tariff elimination 
is the beneficial effect of good teaching equipment at low prices on the teaching 
of science, the morale of science teachers and students, and the stimulation of 
much-needed new thinking in United States apparatus supply houses. This argu- 
ment has been dealt with above. We also have drawn attention to the exces- 
sive amount of the duty now charged—up to 60 percent. This compares with an 
average United States duty on dutiable imports of 12 percent, and an average 
duty of 5.4 percent for all imports, dutiable or not (Statistical Abstracts, 1954, 
1955). 

(b) Not only the duty is prohibitive under the existing law; the procedure 
one may have to go through to import educational apparatus is also very for- 
bidding. The head of a physics department in an Bastern college reported 
to us this typical series of events following the arrival at the United States cus- 
toms oflice of apparatus he had ordered from Europe for his physics students: 

“Since our college is incorporated, only the president of the board of trustees 
was acceptable to clear the customs in P * * *, which caused considerable em- 
barrassment and delay. It was only after our energetic interference that the 
officials at the customs did call the Railway Express and forwarded the cleared 
equipment. First, they insisted that the president of the board has to take it out 
personally from the customs. After this experience I am really hesitant to place 
an order with a firm which has no representatives in this country, though the 
quality of the equipment is superior to all that I have purchased from Cenco 
or others producing demonstration equipment.” 

(c) It is hardly the function of this committee to concentrate on the point 
that a decrease in tariff barriers is desirable in general to aid our allies in the 
free world, to help them with their dollar exchange problem and to raise the 
general level of world trade while, at the same time, decreasing the lure of mar- 
kets beyond the Iron Curtain. For on the one hand, the amount of their imports 
will be small—probably below 1 and almost certainly below $10 million an- 
nually. On the other hand, the free-trade arguments should be left in far more 
competent hands. We refer simply to the President’s Report of the Public Ad- 
visory Board for Mutual Security (Washington, February 1954), particularly 
pages 5, 17, 18, 61-63: to the final declaration of the 42d National Foreign Trade 
Council and the message sent to it by President Eisenhower (see Christian Sci- 
ence Monitor, November 18, 1955) ; to the statement by President Eisenhower in 
the 1955 message to Congress on foreign economic policy; to the statements of 
officials like Samuel C. Waugh, Assistant Secretary of State for Economic Af- 
fairs, and Sinclair Weeks, Secretary of Commerce (both on July 17, 1955, in the 
Boston Herald); to the statements of many enlightened businessmen such as 
John S. Coleman, president of the Burroughs Corp., and Thomas J. Watson, of 
IBM. 

(ad) The proposal we have outlined here does not involve any insurmountable 
administrative obstacles. According to Commissioner of Customs, Ralph Kelly 
(June 21, 1955): 

“Tt is the opinion of the Bureau of Customs that no unusual administrative 
difficulties would be presented to legislation allowing the free entry of the mer- 
chandise in question for educational institutions.” 


12. ARGUMENTS AGAINST THE PROPOSAL OF THE COMMITTEE, WITH REFUTATIONS 


Thinking it of importance to get at all the facts, this committee has thoroughly 
investigated the possible arguments against the proposals. We have done so 
in part by consulting with the director of public information of the Scientific 
Apparatus Makers’ Association and with a committee of manufacturers repre- 
senting the SAMA. We have come to the conclusion, developed below, that the 
so-called arguments against the proposal can be directly answered. 

(a) Size of United States expenditures for educational apparatus. According 
to the Statistical Abstract as cited, the proportion of apparatus bought by edu- 
cational institutions is given as 10 percent in 1954 (the remaining 90 percent 
going to industry and Government). The SAMA informs us that it disagrees 
with this official figure of the United States Department of Commerce and holds 
that 20 percent is the correct one. Despite our requests they do not want to 
substantiate their estimate, and we believe the Statistical Abstract figure is the 
correct one. 
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(b) Threat to national security and defense. Manufacturers of any com- 
modity are likely to say that any tariff adjustment will endanger the health of 
the United States in times of emergency. This claim can be clearly shown to 
be spurious for the scientific apparatus industry. First of all, we want to repeat 
that as far as national emergency is concerned, the shortages of physicists and 
physics teachers is not something that may happen in the future, but something 
we have to deal with right now—and with every means at our command. The 
defense of this Nation in a future war may be weakened this very moment 
through the manpower shortage in science, and this should be the ruling con- 
sideration of those who are entrusted with making laws for the Nation’s safety 
and welfare. In effect, this committee is calling for action to help deal with a 
national emergency which exists right now. 

Quite apart from that, we have shown that the amount of trade lost by United 
States apparatus firms will, on the whole, be negligible, if the tariff is eliminated 
for scientific educational imports. Indeed, it may be expected that with the 
increasing needs of industry, government, and schools, the total sales by United 
States apparatus firms will not drop at all after removal of trade barriers. 
Not only is the educational market itself small—only about 10 percent—but the 
experience of tariff-free Canada shows that United States sales of educational 
apparatus will continue to predominate. For these reasons alone it would be 
incorrect to say that imports from abroad would tend to decrease needed skills 
of instrument makers in this country. But this latter argument is not acceptable 
on several other grounds as well. First of all, the greatest bulk of the available 
educational apparatus is simple, and put together by semiskilled labor. The large 
majority of items never get near a skilled instrument maker. For this we have 
the word of the president of one of the main manufacturing and distributing 
firms, and it is clear, anyway, on inspection of the equipment. Even in the most 
delicate equipment likely to be used for educational purposes, namely micro- 
scopes and analytical balances, the large majority of purchases by educational 
institutions, by necessity, are, and have always been, of the type which involve 
little real skill. We estimate that any one of the larger industrial or Government 
laboratories involves, in its purchase of apparatus, more trained instrument crafts- 
men than all of the high schools in the country put together, and more also than 
most of the colleges of this country. We estimate that there is more skill used 
in making the delicate instruments needed by one wing of bombers or one air- 
craft carrier than is involved in the purchases of most educational institutions 
put together. We are confirmed in this estimate by the support given to our com- 
mittee and to our point of view by several enlightened businessmen, including 
Earl P. Stevenson, president of the board of the Arthur D. Little Co. 

Even in the unlikely case that a dangerous effect on the total scientific apparatus 
industry should be apparent after elimination of tariffs for educational imports, 
the tariff law provides that there would be automatic review of the tariff con- 
cession by the Tariff Commission (escape clause, President’s Executive Order, 
1947). 

(ce) Availability of educational equipment in wartime. One of the arguments 
given against the proposal of the committee was that the decrease of the activity 
of United States suppliers would cut off educational institutions from a ready 
source of supply of equipment during wartime. Not only have we rejected the 
idea that there would be a serious decrease in the peacetime activities of the 
United States suppliers, but those of us who were teaching the enormous physics 
classes during the last war (radar officers, V-12 Navy programs, ASTP, etc.) 
know full well that during wartime one cannot count on educational equipment 
anyway. As was quite proper, the output of instrument makers was given first 
priority for combat instruments, so that there was hardly any new equipment 
made from ordinary classroom use. This has also been confirmed to us by a 
Cenco official who recolled that the armed services “took over” the production 
in his instrument plants. 

(d) Contact with foreign firms., One of the United States apparatus suppliers 
warned us that it would be unwise to expose the American educator to contacts 
with foreign suppliers who are bound to have the better of him in all dealings. 
We reject the notions implied in this argument. Our own purchases with foreign 
supply houses have been marked by excellent and courteous service, quite as 
good or better than anything given by United States supply houses. Moreover, 
the experience of the Canadians has been very satisfactory in an analogous situ- 
ation. Of course, the imports will usually be handled by agencies in the United 
States, so that the educator would deal with Americans in American firms 
specializing in import of appartus. This has been the pattern for a long time 
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in the case of many foreign instrument suppliers. With a bigger United States 
market, we may expect more such United States firms to be established to repre- 
sent foreign suppliers. The existing importers have shown that they can deliver 
the apparatus to the United States customer at about the same cost (in money) 
as could be achieved without their services by direct dealings with foreign 
apparatus makers. Their profits evidently come from the dealer’s markdown 
and more efficient operation than is possible for an educator or his institution 
acting directly. 

(e) Possible resale of imported apparatus. According to Chairman E. B. 
Brossard of the United States Tariff Commission, the apparent reason why the 
tariff exemption was taken away from educational institutions in the 1922 
Tariff Act was as follows: 

“The allegation was made and substantiated by cited instances, that many 
institutions imported such apparatus and other material free from duty and 
then sold the apparatus to the students in competition with domestic sales 
outlets.” 

It seems to us that this kind of behavior on the part of educational institu- 
tions, if it actually occurred, should be made illegal and the law made sufficiently 
enforceable so that violators could be prosecuted. The Canadian type of law 
allows for a tight control of this kind of violation. Under the Canadian system 
no exemption is made on import duty for scientific apparatus when it enters the 
country. However, if the end use of the apparatus is properly certified to be for 
educational purposes, the importer applies to the Government for a rebate for 
the whole import duty. In this way the Government has a very specific control 
and such a control could easily be used to refuse a rebate if it were properly 
demonstrated that the school or college were violating its conditions as a tax- 
free institution. 


APPENDIX A 
EVIDENCES IN Support oF “THE CRISIS IN SCIENCE TEACHING IS REAL” 


(1) Physics in the Public High Schools, in Physics Today, March 1955, pages 
12-14, an article by Prof. W. C. Kelly (a member of this committee). The data, 
taken from reports of the United States Office of Education, show that the per- 
centage of students taking high-school physics has steadily dropped from over 
20 percent to less than 5 percent of the high school population during the last 50 
years. To put it in a different way, the actual number of pupils taking physics 
has stayed substantially constant during a period in which the high-school system 
as a whole has expanded fivefold. Our total population has increased greatly 
during that time, and its dependence on physics for war and peace has increased 
many times. 

We direct special attention to the statement in Dr. Kelly’s report which points 
to one of the reasons for the dramatic decline in the production of potential 
physicists : 

“Adequate equipment and time for classroom demonstrations and laboratory 
experiments are lacking in many schools. Physics loses much of its meaning and 
most of its appeal when it is presented apart from its experimental basis.” 

(2) The Teaching of Science in Public High Schools, Bulletin 1950, No. 9. 
Office of Education, Federal Security Agency. The report reveals the disturbing 
fact that more than 50 percent of the high schools in the United States do not 
even offer a course in physics. On pages 41-44 is an examination of Troublesome 
Problems Related to Science Teaching. It is very significant that in a survey of 
715 schools, by far the most troublesome obstacle to good science teaching was 
found to be supplies and equipment. The report summarizes this point: “Effec- 
tive science teaching calls for certain unique preparation, experience, and 
interest. * * * It requires an alertness to the value of science-teaching materials 
made available by commercial companies and an ability to judge these values. 
It requires so much devotion to the experimental approach that time will be 
found and taken so that inventorying, arranging, using, cleaning up, and putting 
away equipment and supplies can be properly done.” We suggest at this point 
that the inability to get enough good, cheap, well-conceived, and easily maintained 
equipment has been a large factor in the rising crisis in science education. 

Not only has this factor been influential in reducing student interest and student 
enrollment in science, but it also had discouraged and demoralized good teachers 
who have finally chosen to go into industrial laboratories instead of battling with 
inadequate weapons in the schoolroom. We believe that this factor is quite as 
important to them as the higher pay offered by industry, for after all, people who 
are mainly attracted by money do not choose to become teachers in the first place. 
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When the American Association for the Advancement of Science in its last 
yearly meeting, called an emergency-type session on the shortage of scientists, the 
Christian Science Monitor of December 27, 1955, included this item in its report 
from the meeting: 

“Science teachers’ starting salaries run well below what the same individual 
could get in industry. This is deterrent enough in itself. But, even if a young 
graduate does decide on a teacher’s life, he often faces a discouraging lack of 
understanding from his superiors. 

“Wayne Taylor, of the University of Texas, who has had considerable experi- 
ence in the field, said that often high-school science teachers are not given proper 
laboratory facilities; he added the teachers frequently are given so much extra 
work that they don’t have time to set up the laboratories for student experi- 
ments. 

“The result is that many students are learning their natural science at a dis- 
tance, with the teacher doing the experiments as a demonstration. This, Mr. 
Taylor said, is hardly the way to give the student the true flavor of the work 
and to stimulate his interest to follow it up in college.” 

(3) Paul F. Brandwein, in the American Journal of Physics, November 1955, 
writes on Obstacles to Increased Physics Enrollment, and states: “Like all 
science courses, physics requires an outlay in laboratory space, equipment, and 
apparatus. It is an expensive course to give. Aside from the dearth of physics 
teachers, aside from the kind of course physics has become, the outlay of expendi- 
tures for laboratory space and for laboratory time is one additional reason why 
physics is not given in many small schools and why enrollment is limited in 
others.” 

(4) Critical Years Ahead in Science Teaching, Report of the Conference on 
Nationwide Problems of Science Teaching in the Secondary Schools, Harvard 
University Printing Office, 1953: This report shows that even if the existing low 
rate of production of physicists were to be maintained—which would be intoler- 
able—the huge influx of additional students into our high schools during the 
next 5 years will create very serious problems in staffing and quality of instruc- 
tion. In fact, it has been found that the number of qualified science teachers in 
the United States high schools has fallen off 53 percent in the last 5 years, while 
high-school students have already increased by 16 percent. It is almost in- 
credible that last year we produced only about 125 new high-school physics 
teachers for our 28,000 high schools. 

(5) Benjamin Fine, reporting in the New York Times of March 26, 1956, gives 
a typical case of how the present situation is already affecting the school system : 

“The New York City school system suffers from an excess of substitutes. 

“There is a record number of temporary or emergency teachers on duty in the 
classrooms. In some schools more substitutes than regular teachers are em- 
ployed. * * * 

“The shortages are particularly acute in the sciences and mathematics. When 
the new spring term began last month, there were 140 vacancies in the mathe- 
matics division. Only 22 teachers were available. 

“The schools have openings for 21 laboratory assistants in physics. Only 7 
are filled; the other 14 positions are held by substitutes.” 

(6) Earl P. Stevenson, chairman of the board of Arthur D. Little, Inc., of 
Cambridge, Mass., summarized the arguments of a businessman in regards to 
pnt crisis in science teaching in the Christian Science Monitor for February 28, 
1 : 

“Natural science teachers for the high schools are imperatively needed. De- 
terioration in the teaching of mathematics and natural science at the secondary 
school level is a major factor in our failure as a nation to attract a larger pro- 
portion of our youth into technological fields. 

“As a result, we are faced with a serious shortage of scientists and engineers 
at a time when our national welfare is more dependent on research and develop- 
ment activities than ever before. 

“Improved natural science teaching at the high-school level can be expected 
to help in what is becoming a critical situation. Unless the student’s interest 
in science is aroused in his high-school years, he will tend to avoid the more 
difficult study of mathematics and choose the easier courses. * * * 

“The committee on the teaching of science and mathematics of the American 
Association for the Advancement of Science reports : 

“‘During the past 5 years, the total number of college graduates has de- 


clined 39 percent, but the number prepared to teach high-school physics has 
dropped 74 percent.’ 
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“The committee states that last June the United States recruited from the 
graduating class probably no more than 125 new physics teachers for the 28,000 
high schools in the United States. * * * 

“Why have we at Arthur D. Little, Inc., become so concerned with the scien- 
tific manpower shortage * * *? Obviously, since over half of our staff of 800 
of professional personnel, we have a direct interest in replenishing the reservoir 
of talent from which we draw. 

“But our reasons go beyond this. Working as we do with a broad segment 
of American industry, as well as with many Government agencies, we are aware 
of the extent to which the welfare of our Nation depends on our being able to 
maintain a strong research program. 

“Few persons realize the extent to which their jobs depend on industrial 
research. There is practically no one whose employment is not threatened if 
a depression occurs, and it is on industrial research that our hopes rest for being 
able to maintain a dynamic full-employment economy. 

“Moreover, research itself is directly responsible for a substantial propor- 
tion of current job opportunities. No less important is the fact that our national 
security depends on our having the scientific and engineering skill to devise such 
superior weapons and defense systems that no aggressor can be in doubt of the 
folly of starting a war. 

“In addition, we depend on continuing research to make it possible to sustain 
an ever-increasing world population despite the earth’s limited natural resources. 

“A recent study by Raymond H. Ewell, of the National Science Foundation 
staff, estimates that $40 billion to $80 billion of the gross national product in 
1953 can be attributable to research conducted between 1928 and 1953. This 
implies that the gross national product would have been only $285 billion to 
$325 billion in 1953 if no research had been conducted in the preceding 25 
years. . 

“In other words, we will need one-third more natural scientists and engineers 
10 years from now than we do today. Even at present it has been estimated 
by the Bureau of Labor Statistics that we could use 40,000 graduates a year 
when in fact we are turning out only 23,000 engineers annually. 

“Industrial research has contributed to the high level of employment in post- 
war years by developing the new and improved products and processes which 
keep our spending at a level high enough to sustain full employment, not only 
consumer spending, the industry expenditures on new facilities and equipment. 
The new products also directly create new jobs. 

“There is little need to document the importance of research to our national- 
defense effort. It is significant that this past year, when the Department of De- 
fense began making across-the-board slashes in its budget, Congress did not want 
the support of research and development to be decreased.” 


APPENDIX B 


Evidences in support of the Crisis in Science Teaching Is Real. 

(1) Report of the Joint Senate-House Atomic Energy Subcommittee, headed by 
Representative Melvin Price, Democrat, of Illinois, released March 28, 1956. 
The New York Times summary of March 29 includes this: 

“A congressional panel reported today that this country was wasting 80 per- 
cent of its potential scientific and engineering manpower. 

“Such wastage, the group said, is occurring despite evidence that the Soviet 
Union is now threatening free world superiority in the sciences and engineering. 

“Already, the report said, the Soviet Union has surpassed this country in the 
number of scientists and engineers available. The United States has a total of 
760,000, it said. Russia has 890,000, more than three-fourths the number in this 
country and Western Europe combined. * * * 

“It cited testimony by Allen W. Dulles, Director of the Central Intelligence 
Agency. He had estimated that in this decade Russia would graduate 1,200,000 
in the sciences while the United States would graduate only 900,000. 

“In 1954, the group noted, Russia graduated 53,000 engineers with 514 years of 
training, including 3 years of close specialization. In 1955, it estimated, the 
Soviet graduated 63,000. 

“The United States, by comparison, graduated only 22,000 engineers in 1954, the 
subcommittee said.” 

(2) Reporting on the statements of Secretary of State John Foster Dulles and 
of Atomic Energy Commission Chairman Lewis Strauss, James Reston reports on 
December 4, 1955, to the New York Times: 
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“The Secretary of State is not alarmed about the prospect of large-scale 
Communist economic assistance to underdeveloped countries. He believes that 
this country, with an economy two-thirds greater than the Soviet Union’s, will 
be able and willing to provide much more economic assistance than the Com- 
munists. But he is worried about the Soviet Union’s ability to raise and disperse 
an army of technical assistants all over Asia and Africa. 

“Looking ahead 5 or 10 years, he believes that the Soviet Union will have, not 
an exportable surplus of capital or goods, but an exportable surplus of excellent 
technicians trained in the science and engineering and, of course, in the arts 
of political subversion. 

“His fear is that this country, which already is running short of experts in 
these fields for its own purposes, will not be able to compete with Soviet offers 
of technical aid. For this reason, he is arguing within the Government that 
this is a problem that must concern those responsible for the security of the 
Nation. 

“AEC Chairman Strauss, like Mr. Dulles, also is keeping out of the contro- 
versy about how Federal aid to education should be given. But he, too, is making 
it clear that the coming atomic industrial revolution is bound to be affected by 
the teaching of mathematics, chemistry, and physics in the high schools and 
private secondary schools. 

“In a recent speech, he disclosed these startling facts: 

“In the decade 1950-60, the Soviet Union is expected to produce 1,200,000 
trained engineers and scientists to our 900,000. 

“Fifty-three percent of United States high schools do not teach physics at all. 

“Half of our high schools do not teach chemistry. 

“A recent survey shows that between 250,000 and 400,000 high school students 
in the United States are learning their mathematics and science from teachers 
who are not trained to teach these subjects and that part-time science teachers 
now outnumber full-time science teachers. 

“The number of qualified science teachers in United States high schools has 
fallen off 53 percent in the last 5 years while high school students have increased 
by 16 percent.” 

(3) A very thorough report is given on the state of Soviet education in the 
sciences in the article of William Benton, former Senator from Connecticut, 
in the New York Times Magazine of April 1, 1956. After a trip through Russia, 
Mr. Benton wrote: 

“T have seen for myself the vast technocratic Sparta that is burgeoning in 
the U. S. S. R. I have talked to the topmost Soviet educators. I returned con- 
vinced that Russia’s classrooms and libraries, her laboratories and teaching 
methods, may threaten us more than her hydrogen bombs or guided missiles to 
deliver them. * * * 

“If we Americans are now complacent about our own educational problems, 
at a moment when whole galaxies of our own educational neglect are coming 
from head-on collision, then we stand in mortal danger of being outwitted, 
outtalked, outmaneuvered and outbuilt throughout the world. We are not pre- 
paring to cope with the surging flood of youth that looms ahead, demanding 
to be educated. The Soviet threat may now be the only thing that can shake 
us out of our sleepwalk—on the educational brink * * * 

“In the last 6 years, more than 40 percent of their time goes to science and 
mathematics. During these years they must take algebra, geometry, and trigo- 
nometry. Also compulsory are 4 or 5 years of physics * * *. 

“The contrast with our American secondary school curriculum is startling. 
Lewis L. Strauss, Chairman of the Atomic Energy Commission recently told the 
Thomas Alva Edison Foundation: ‘I can learn of no public high school in our 
country where a student obtains so thorough a preparation in science and mathe- 
matics, even if he seeks it—even if he should be a potential Einstein, Edison, 
Fermi, or Bell.’ Indeed, last year, for the 28,000 high schools of the United 
States, we produced only 125 new teachers of physics. I repeat: only 125 * * *. 

“The frantic competition for engineers now going on in the United States has 
been reported on the front pages of the New York Times. Our industries and 
our defense establishments require at least 45,000 to 50,000 new engineers a 
year. We graduated 23,000 in 1954 (compared with Russia’s 53,000 that year 
and 63,000 in 1955) * * *. 

“Trained manpower is like money in the bank. It is our most important 
national resource * * *. 
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“Education is one area where we in America most surely have nothing to lose 
if we accent the Red gauntlet. Intercontinental competition in education need 
be no challenge to an arms race or a war. If the Russians goad us to do a 
better educational job, then we shall only be doing what our own best traditions 
call for—what we should be doing even if the Soviet Union were to sink sud- 
denly into the sea.” 

(4) In addition, we quote a few of the large number of statements from highly 
placed officials who are seriously concerned about the crisis in science teaching: 

New York Times, November 16, 1955: “President Eisenhower was described 
today as ‘much concerned’ about the shortage of trained manpower in science, 
engineering, and other fields. This viewpoint was reported in a letter from 
Jack Martin, a White House aide, to Senator Hubert H. Humphrey, Democrat 
of Minnesota.” 

Christian Science Monitor, December 20, 1955, excerpts from “Uncle Sam’s 
Achilles’ Heel” by Neal Stanford: 

“Remember Achilles—and his heel? Well, Uncle Sam has a vulnerable heel, 
too. Achilles’ exposed heel cost him his life. Uncle Sam’s could cost him his 
future. 

“This Achilles’ heel, according to Admirals Strauss and Rickover, is more 
dangerous to the United States (and that means you and me) than the Red 
Army’s 300-odd divisions, Moscow’s 400 or more submarines, its present stock- 
piles of A-bombs and H-bombs; it is more dangerous (to you and me) than the 
Kremlin’s propaganda campaign, its competitive coexistence policy; its anti- 
colonization drive. 

“That takes in a lot of territory. It is meant to. Says Admiral Strauss: 
‘All of our blessings, even our freedom,’ is in danger because of this Achilles’ 
heel. 

“Says Admiral Rickover: ‘This is serious. And we have failed. And it is the 
fault of all of us.’ 

“Says Admiral Strauss: ‘Our present situation is dangerous; in a decade it 
could be disastrous.’ 

“Says Admiral Rickover: ‘We face a fateful challenge. The way we meet it 
will determine the future of our country.’ 

“By what right can these admirals call America’s school system Uncle Sam’s 
Achilles’ heel? 

“By the right of these established facts: 

“The United States is training less than half of the scientists and engineers 
it needs right now. 

“The Soviets are training twice as many engineers and scientists as we are— 
right now. 

“This situation is going to get worse for us before it can possibly become bet- 
ter; it is going to get better for the Soviets before it can possibly get worse. 

“In nuclear scientists the picture is even darker—500 being trained here this 
year when the need is for 2,000. America’s shortage in scientists to teach these 
scientists is downright deplorable; that is the real bottleneck.” 

The New York Times, March 26, 1956: “The Defense Department’s research 
staff warned today that Russia was ‘closing the gap’ on the United States in the 
race to develop an intercontinental ballistic missile and new jet bombers.” 

“Dr. C. C. Furnas, Assistant Secretary of Defense for Research and Develop- 
ment, said the Soviets ‘haven’t caught up with us, but they are making rapid 
progress.’ He said this country was faced with an ‘uncomfortable and chal- 
lenging’ situation.” 

The following are among those who have also made statements concerning 
the urgency of producing more scientists and engineers: Dr. Willard F. Libby, 
Atomie Energy Commissioner (December 1955) ; Dean John R. Dunning, School 
of Engineering, Columbia University (November 1955); Dr. Thomas H. John- 
ston, AEC Director of Research (November 1955) ; Nicholas Dewitt in the Na- 
tional Science Foundation report for the National Academy of Sciences and Na- 
tional Research Council (November 1955) ; Dr. George W. Beadle, California In- 
stitute of Technology, past president of the American Association for the Ad- 
vancement of Science (December 1955). 
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FLusHInge, N. Y., October 15, 1956. 
Leo H. Irwin, 
Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. IRWIN: Many thanks for your letter of October 2 in reply to the letter 
of September 10 from the American Watch Manufacturers Association and the 
Bulova Watch Co. 

I am grateful to you for the suggestion contained in your letter concerning the 
submission of a written statement for incorporation in the record of the hear- 
ings which the subcommittee recently conducted. 

In accordance with your suggestion, I would greatly appreciate your incorpo- 
rating in the record both this present letter, and the letter which the American 
Watch Manufacturers Association and the Bulova Watch Co. submitted to the 
subcommittee on September 10. A copy of the letter of September 10 is attached 
hereto, for ready reference and for your use in incorporating this letter and the 
enclosure into the record as a single document. 

In our letter of September 10, we proposed that the subcommittee—in view of 
its broad range of responsibilities—hear testimony dealing with how the Swiss 
watch cartel has sought (and is currently seeking) to circumvent the effect of 
the tariff laws, and of the escape clause procedures—including the use by the 
Swiss watch cartel of the device known as upjeweling, as a means of canceling 
out the results of an escape clause proceeding conducted in accordance with the 
applicable laws of the United States. 

We fully understand the time pressures under which the subcommittee was 
operating during the recently completed first phase of the subcommittee’s hear- 
ings and we understand, therefore, the subcommittee’s decision, as set out in 
your letter, that it would not specifically go into the problems of the jeweled 
watch industry during the current phase of the subcommittee’s hearings. 

As you know, several bills were introduced at the 84th Congress on the subject 
known as upjeweling, to which we referred in our letter of September 10 to 
you—and since the subject matter of these bills falls directly within the area of 
the subcommittee’s interest and responsibility, we are attaching, for incorpora- 
tion in the subcommittee’s record, a memorandum giving the background of this 
proposed legislation. 

One other related matter to which your subcommittee might want to give 
attention is the subject known as watch adjustments. The Sentae investigating 
subcommittee, in a unanimous and bipartisan report filed on June 18, 1956 
(S. Rept. 2239), stated that this was a matter which should be clarified at the 
earliest possible date. In submitting this report to the Senate, Chairman McClel- 
lan, speaking for the 4 Democrats and 3 Republicans on the investigating sub- 
committee, said: “The subcommittee concluded that the situation is such that it 
requires early corrective action. However, this action does not lie within the 
jurisdiction of the subcommittee. * * * It is our hope that the submission of this 
report today will stimulate corrective action by the committees having proper 
jurisdiction over the subject matter.” (Congressional Record, June 18, 1956, 
p. 9389.) 

At an appropriate time during subsequent phases of the subcommittee’s pro- 
ceedings, we hope that the areas referred to above, as well as the other areas 
touched upon in our letter of September 10, can be the subject of hearings by the 
subcommittee. 

Respectfully submitted. 

Butova WatcH Co., INc., 
By STANLEY SIMON, 
Vice President. 


SEPTEMBER 10, 1956. 
Hon. Leo IrRwIn, 


Clerk, Committee on Ways and Means, 
House of Representatives, 
New House Office Building, Washington, D. C. 


Dear Mr. Irwin: The press release of the Subcommittee on Customs, Tariff, 
and Reciprocal Trade Agreements states that the subcommittee is interested in 
obtaining information on questions relating to the adequacy of United States 
customs and tariff laws and of the trade agreements program in providing appro- 
priate standards and in providing domestic interests with procedure for access 
to relief realistically designed to foster basic objectives of United States foreign 
economic policy, the soundness of our domestic economy, and in furtherance of 
the national security. 
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In accordance with this announcement of August 31, the jeweled watch manu- 
facturing companies of the United States respectfully request an opportunity 
to be heard at the hearings which the subcommittee has scheduled for the latter 
part of September. The undersigned will designate a single witness to present 
the viewpoint of the industry on the matters outlined below. 

The information below is submitted in response to the further request in your 
announcement of August 31 that there should be set forth in the letter requesting 
an opportunity to be heard “a brief statement as to the general nature of his 
testimony.” 

In general our proposed testimony will be relevant to items (@), (c), and (q) 
in the subcommittee’s list of items to be discussed by affected industries. It will 
be directed primarily to the damage to international trade which can flow from 
restrictive trade practices and unfair competition engaged in by foreign cartels. 
Of the various types of these restrictive trade practices, none is more damaging 
to free international trade—and none is more at variince with our concepts 
and standards—than the actions of foreign cartels. 

Prior to and during World War II, this topic was a subject of some intensive 
and revealing investigations by congressional committees. But since shortly 
after World War II the problem has not been adequately examined and Congress 
has only acted in a very partial way to meet it. In Public Law 66 of the 78th 
Congress, under section 2, the President was authorized (though not required) 
to suspend the application of trade-agreement concessions to imports from coun- 
tries because of the effect of the operations of international cartels which tend 
to defeat the purposes of trade-agreements legislation. This policy declaration 
of Congress was made mandatory on the executive branch by the Trade Agree- 
ments Extension Act of 1955. 

To the best of our knowledge this cartel provision has never been utilized by 
the executive branch. In addition, in our opinion the existing legislation falls 
far short of being adequate and comprehensive to meet the problem, as we believe 
a case study of the Swiss watch cartel will illustrate. 

We believe that a case study of the operations of the Swiss watch cartel admin- 
istered out of Switzerland under public authority and approval of that country 
will be of major assistance to your committee in considering matters referable 
to item (g) in your investigative agenda. 

Accordingly, we would propose in our testimony to discuss: 

(a) Restrictions upon United States trade and commerce imposed by the Swiss 
watch cartel, such as efforts to restrict production of watch movements in the 
United States and refusal to permit United States-made watch parts to be 
imported into Switzerland. 

(b) How the Swiss watch cartel has sought (and is currently seeking) to 
circumvent the effect of the tariff laws, and of the escape-clause procedures, 
including the use by the Swiss watch cartel of the device known as “upjeweling,” 
as a means of canceling out the results of an escape-clause proceeding conducted 
in accordance with the applicable laws of the United States. 

Knowing the time pressures under which your subcommittee is working, we 
do not suggest that your subcommittee reinvestigate all of the many facets of 
the much investigated “watch case.” The Tariff Commission has recently com- 
pleted one such study, in accordance with the applicable regulations governing 
such matters. The Office of Defense Mobilization is currently engaged in another 
such study pursuant to section 7 (the national security amendment) of the 
Trade Agreements Extension Act which Congress enacted last year. In our 
testimony before your subcommittee, we propose to avoid, insofar as practicable, 
mere repetition of matters that are now being considered, by agencies charged 
with responsibility for such matters. 

The domestic jeweled watch industry believes that it can render a constructive 
service to the subcommittee in understanding the importance of implementing 
the policy underlying the cartel provision of the trade-agreements law. It is ina 
position to detail for the subcommittee’s benefit the types of practices which 
have been adopted by cartels in neutralizing the effect of United States laws. 

Respectfully submitted. 

AMERICAN WATCH MANUFACTURERS ASSOCIATION, 
By Paut F. Mickey, Vice President. 

Butova Watcu Co., INc., 
By StTantey Srmon, Vice President. 
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MEMORANDUM Re H. R. 11436 anp H. R. 11437 (Upsewetine BILts) 


In July of 1955, after hearings both in public and in executive session, the 
Ways and Means Committee favorably reported out H. R. 7466, an administra- 
tion-sponsored bill to control “upjeweling.” (See H. Rept. No. 1597.) The 
Treasury Department, in requesting this legislation, stated that it was needed in 
order to close a loophole in the 1930 Tariff Act. This loophole permits watch 
movements which are designed or readily adaptable to contain more than 17 
jewels, to be imported as 17-jewel watches or less at the relatively low tariff 
rate of $3.75 or less—instead of paying the $10.75 rate prescribed by Congress 
for all watches of more than 17 jewels. After importation, it is easy to insert 
or substitute the additional jewels and sell such a watch as a 21-, 23-, or higher- 
jeweled movement, and thus evade paying some $7 to $8 of the duty which 
Congress intended should be applicable. 

A further reason for this legislation, as expressed at the 1955 hearings by 
Assistant Secretary of the Treasury Rose, was to maintain the status quo in 
the watch industry, in the light of the fact that the continued existence of a 
United States domestic watch industry was seriously threatened by upjeweling. 
This threat to the domestic industry became a reality when upjeweling was 
first promoted by the Swiss cartel in September 1954—despite their prior long- 
standing ban against the practice—in a direct retaliatory attempt by the Swiss 
to circumvent the President’s watch tariff decision. 

Subsequently the Treasury (after considering new upjeweling schemes de- 
vised by the Swiss) decided that another form of upjeweling legislation was 
desirable, which is embodied in the bills H. R. 11436 and 11487, introduced on a 
bipartisan basis at Treasury request by Representatives Mills and Reed. These 
bills provide a processing tax of $8 on any upjeweling done in this country that 
raises the jewel count to 18 or more, whether such upjeweling takes place on a 
domestically made or an imported movement. 

This revised version was felt to be necessary by the Treasury for at least 
two reasons : One reason was to meet certain technical objections raised by legiti- 
mate importers and others to the earlier bill. A second reason, as indicated 
above, was the development of a new form of upjeweling device by the Swiss 
and the importers. 

This new form of upjeweling device was the detached self-winder. This took 
the form of a self-winding watch movement of more than 17 jewels (the jewel 
count being the total of the jewels in the movement itself and the jewels in the 
self-winding mechanism), the watch movement being so designed and constructed 
that it could operate even when separated from its jeweled self-winding mecha- 
nism. This self-winding mechanism can be readily detached from the basic 
movement in Switzerland after assembly, imported separately, and the two items 
reassembled in a few seconds after importation. Under the loophole in the 
present law, the two items can be so imported separately at a total duty of perhaps 
$4.50 to $4.75. The result, as in other forms of upjeweling, is to circumvent the 
intent of Congress which, as noted above, has enacted the $10.75 rate of duty as 
the rate that shall apply to all watch movements containing more than 17 jewels. 

(It should be noted, in this connection, that the $10.75 rate of duty has heen the 
law of the land, unchanged in any respect, for almost 35 years. It was enacted 
by Congress in the Tariff Act of 1922. It was reenacted by Congress in 1930. 
Switzerland agreed to leave this $10.75 rate unchanged in the 1936 reciprocal 
trade agreement between the United States and Switzerland. And from 1936 to 
1956 there has been no change in the $10.75 rate, except the unilateral change 
which the Swiss are now trying to bring about via the upjeweling scheme.) 


NEED FOR PROMPT ACTION 


If this loophole is not closed by legislation at the earliest practicable date, the 
volume of imported watch movements designed for upjeweling—which has been 
a mere trickle up to now because of the pendency of these bills and because the 
Swiss watch cartel has held upjeweling in abeyance temporarily while seeking 
to kill the pending legislation—will become a veritable flood. This flood will 
have immediate and drastic consequences because— 

There is a definite trend toward self-winders (over 40 percent of the men’s 
watches imported last year were self-winders). 

With the loophole left open, it is much cheaper to import and upjewel one’s 
requirements of over-17-jewel watches than to make them domestically. 

The over-17-jewel market, small though it is, is the only substantial seg- 
ment left as a defense base to the American producers. 
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The defense essentiality of a minimum domestic watch industry has been 
repeatedly and officially determined, by both executive and legislative 
branches, and on a bipartisan basis. 

The breaking of the dam on unjeweling can thus have but one result. Domes- 
tic production will start dropping both immediately and drastically—and indeed 
the American producers themselves will have to protect their competitive posi- 
tion by increasing their own imports and going into upjeweling themselves. ‘This 
will not affect the sales or profits of the domestic producers—indeed, by upjewel- 
ing they may even increase their sales and profits—but it will surely mean the 
early extinction of an American watchmaking defense base. 

The views of the Secretary of the Treasury with respect to the pending legisla- 
tion were set out in a letter which he sent to the chairman of the Ways and Means 
Committee on July 27, 1956. That letter reads as follows: 

JULY 27, 1956. 
Hon. JERE COOPER, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: I am writing in reference to H. R. 11436 and H. R. 
11437, identical bills imposing a processing tax on certain watch movements 
which were introduced by Mr. Mills and Mr. Reed, respectively, at the 2d session 
of the Sith Congress and referred to the Ways and Means Committee. The pur- 
pose of this legislation, which is supported by the Treasury Department and 
other interested agencies in the executive branch, is to correct a recently devel- 
oped deficiency in the provisions of the Tariff Act of 1930 relating to watch 
movements. 

We understand that you and a number of other members of your committee 
felt that adequate consideration of the bills would require public hearings and 
extensive consideration by the committee. 

As you know, the Treasury Department and other interested executive agencies 
believe this deficiency which presently exists in the tariff law is a quite serious 
one and ean be satisfactorily corrected only through legislation. 

Now that Congress is about to adjourn, it will, of course, not be possible for 
this matter to be rectified before next year. However, we plan to propose legisla- 
tion early in the next session of Congress when there will be ample time to give 
it thorough consideration. I hope that this can take place as shortly after the 
Congress convenes as you find it practicable. 

Sincerely yours, 
G. M. Humpurey, 
Secretary of the Treasury. 





AMERICAN WATCH ASSOCIATION, INC., 
Washington, D. C., October 12, 1956. 
Hon. Hae Boses, 
Chairman, Subcommittee on Customs, Tariffs, 
and Reciprocal Trade Agreements, 
New House Office Building, Washington, D. C. 


My Dear CoNGRESSMAN Boaes: Pursuant to the procedures adopted by the 
Subcommittee on Customs, Tariffs, and Reciprocal Trade Agreements of the 
House Ways and Means Committee, I have filed a statement with the clerk of 
the committee, commenting upon certain items on the subcommittee’s agenda. 
I am enclosing herewith a copy of that statement for your files and use. I hope 
it may prove of some value in your work as a member of the subcommittee. 

Respectfully yours, 
SAMUEL W. ANDERSON, President. 


STATEMENT BY SAMUEL W. ANDERSON, PRESIDENT, AMERICAN WATCH 
ASSOCIATION, INC. 


The American Watch Association, which represents more than 60 leading mem- 
bers of the American watch importer-assembler industry, is pleased to have 
this opportunity to record its views on some aspects of the matters being studied 
by the Subcommittee on Customs, Tariffs, and Reciprocal Trade Agreements. 
This statement will comment on certain of the subjects outlined in Part C of the 
subcommittee’s agenda released on August 31—specifically, the escape clause, 
the national-security amendment (sec. 7) and import quotas. We will also touch 
briefly on certain related topics, such as the use of internal taxes in lieu of 
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tariffs, as well as some of the complex and obsolete features of the tariff structure 
itself. 

In recent years watch importer-assemblers have been faced with a series of 
attempts to restrict or impede the importation of watch movements into the 
United States. We propose to use our experience in this connection to illustrate 
some general observations about pertinent aspects of our tarifi laws and 
udministrative procedures. 

BACKGROUND 


Watches assembled in the United States with movements manufactured in 
Switzerland have had a considerable measure of success in the United States 
market. While this is not a unique situation, it is the exception rather than the 
rule in our foreign trade. American industry, especially that part which uses 
mass-production methods, generally enjoys a level of productivity and efficiency 
that makes it difficult for imported manufactured goods to compete in the 
United States market. The fact that manufactured goods occupy so important 
a place in the total exports of the United States is another indication of the 
competitive vigor of American industry. 

Not only do manufactured goods produced abroad face a hard competitive 
struggle in the United States market due to the efficiency of the domestic indus- 
tries, but this is reinforced by the fact that the burden of American tariffs falls 
primarily on manufactured goods. Nonmanufactured goods generally enter duty 
free, or carry duties whose restrictive effects are not significant. 

The success, therefore, that imported watches have enjoyed in the United 
States market has led to a prominence in worldwide discussions of American 
trade policy far beyond the importance of these imports in quantitative terms. 
When, for example, the escape clause was invoked with respect to watch imports, 
the response among our trading partners may appear to be exaggerated when 
one takes into consideration only the quantitative effects of the escape-clause 
action on our imports of Swiss watches. 

However, it is not exaggerated if one considers the psychological and symbolic 
implications of such an action—for the invocation of the escape clause on a 
successful import raises the question of whether future success of other imported 
items will be penalized. Given the difficulties and expense of competing in the 
American market, there will be considerable reluctance on the part of prospective 
exporters to the United States to consider making the expenditures for market 
development necessary to create sales in the United States for their products. 

Analysis of the causes of success of Swiss watches in the American market 
«ives rise to other observations about American trade policy and the nature of 
our international trade position. 

It is frequently maintained by some, for example, that American industry 
faces its most severe import competition from those articles which are produced 
abroad at substantially lower wage rates than exist in the United States. This 
approach suggests that the only way that foreign manufacturers can overcome 
the superior productive efficiency of American industry in the United States 
market place is through the differential in wage rates. 

However, this is patently not true with respect to imported watch movements. 
The skilled watchworker in Switzerland is the highest paid employee not only 
in his own country but in all of Europe. While there is some difference in wage 
rates between the United States and Switzerland, it should be remembered that 
living expenses—particularly food, clothing, and housing—are considerably 
higher in the United States and, therefore, there is not a great difference in real 
wages. 

Of course, the present tariff structure goes a long way toward equalizing 
production costs in the two countries. As a result of the 1954 tariff increase, 
a watch movement which was formerly admitted for $2.70, for example, is now 
assessed at $3.85. When the cost of shipping, handling, and other importing 
expenses is added to this high duty, the effect is to place Swiss imports on a 
virtual parity with the cost of domestically produced movements. 

As was emphasized by the report of the Randall Commission on Foreign 
Economic Policy, it is illogical and poor public policy to attempt to equalize 
foreign and domestic production costs through the tariff device. Such a concept 
would inevitably wipe out all incentive to international trade. In this conne¢tion, 
the Randall Commission report contained the following statement: 

“American labor should not be subjected to unfair competition as part of any 
program to expand our foreign trade. It must be made clear, however, what 
constitutes ‘unfair competition.’ Manifestly, wage levels cannot be used as the 
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sole guide. Unit labor costs are not a dependable guide either. Differences in 
cost provide the foundation of international trade.” 

Furthermore, it should be understood that only about 15 percent of the retail 
price of a so-called Swiss watch sold in the United States represents the cost of 
the movement in Switzerland ; the remaining 85 percent of the retail price remains 
in this country to pay for cases, dials, hands, attachments, bracelets, boxes, 
assembling and timing, packaging, displaying, sales brochures and advertising, 
distribution, wholesale and retail margins—and, of course, duties and taxes, 
Thus, the overwhelming proportion of the retail watch price covers costs and 
markups which are identical whether the movement is manufactured in the United 
States or abroad. 

There is no question that the true area of competition between the Swiss and 
the domestic jeweled watch manufacturers does not lie in production costs, but 
in such areas as design, styling, and technology. It is a matter of history that 
every important advance in the watchmaking art in the last half century has 
originated in Switzerland. For example, the Swiss were the first to develop the 
wristwatch, which was adopted only reluctantly by United States manufacturers 
many years later. The Swiss have also originated numerous special feature 
watches—such as self-winding watches, alarm watches, calendar watches, chrono- 
graphs, etc.—most of which are not produced even today by American jeweled 
watch manufacturers, although they comprise approximately one-third of all 
Swiss imports. The fact is that acceptance by the American consumer of watches 
with Swiss movements has not resulted from a wage differential, but reflects a 
far greater ability by the Swiss producers and American importer-assemblers to 
design, produce, and merchandise new and improved products which have ap- 
pealed to the United States buying public. These are characteristics that most 
American industries enjoy to a greater extent than their foreign competitors, 
but the domestic watch industry is a conspicuous exception. 

To compensate for their lag in technology and merchandising, the domestic 
manufacturers have engaged in unusual efforts to curtail imports of watches into 
the United States. American watch importer-assemblers have been threatened 
with a multitude of legislative and administrative devices as a means of limiting 
imports and generally harassing the import trade. It is against this background 
that we wish to offer some observations, supported by our experience, with respect 
to several of the legislative and administrative procedures that are part of Ameri- 
can foreign trade policy. 

ESCAPE CLAUSE 


The watch importer-assembler industry has had two experiences under the 
escape clause. In 1952 the Tariff Commission first recommended such relief 
for the domestic watch manufacturers. This was the third case in which the 
Commission had ever recommended escape-clause relief for any domestic indus- 
try, and it was the first major instance. President Truman rejected that recom- 
mendation. 

In 1954 relief was again recommended by the Commission, and this time Presi- 
dent Eisenhower invoked the escape clause, proclaiming an increase of duties on 
imported watches of 50 percent. 

Our comments about the escape clause are addressed, not to the question of 
whether there should be an escape clause in our trade legislation, but rather to 
the question of what are appropriate criteria for deciding escape-clause cases. 

The escape clause as first introduced in 1947 by Executive order and the legis- 
lative escape clause contained in the Trade Agreements Extension Act of 1951 
both set down certain criteria. They called for evidence (1) that there has been 
an increase in imports; (2) that the increase in imports bears some casual con- 
nection to the tariff concession granted on the imported product; (3) that the 
increase in imports bears a casual connection to the serious injury which the 
domestic industry is experiencing or with which it is threatened; and (4) that 
the domestic industry is producing a product which is like or directly competitive 
with the imports that have increased. 

In our opinion, the Tariff Commission has not devoted sufficient attention in 
its esecape-clause considerations to several of these criteria, including, for ex- 
ample, the second mentioned above—i. e., whether there is, in fact, a casual 
connection between the granting of a tariff concession and subsequent increases 
in imports. Clearly, it is not enough to show that imports have increased, even 
relative to domestic production, after the granting of a tariff concession in a 
trade agreement. 

We believe, for example, that the increase in imports of watch movements 
since 1936 should, in substantial degree, be ascribed to factors other than the 
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reduction in duties provided in the United States-Swiss trade agreement. The 
rise in consumer demand for watches containing imported movements has been 
caused essentially by the fact that (a) considerable numbers of new models and 
styles of watches have been developed by the Swiss and are produced only by 
them: (b) Swiss manufacturers and American importer-assemblers have been 
more sensitive to design and styling trends preferred by United States customers ; 
(c) American importer-assemblers have engaged in sales-promotion work of an 
outstanding nature; and (d) there has been a consistent effort to reduce prices 
brought about chiefly by competition among the importers themselves. 

The net effect of all this effort, as well as the population growth and the 
unprecedented prosperity following World War ITI, has been the enlargement of 
the entire watch market in the United States. The domestic manufacturers have 
benefited by this enlargement of the market, even though it is apparent that their 
participation has been smaller than would have been the case if they had keyed 
their production and merchandising techniques to the recognized preferences of 
their customers and if they had offered styles and models comparable to those 
placed on the market by their Swiss competitors. Because the Tariff Commis- 
sion failed to recognize that it was these factors, rather than the 1936 tariff 
reduction, which created an increase in watch imports, the Commission also 
misiudged the effect of an escape-clause action rescinding the concession. 

The Tariff Commission has also been unable to deal successfully with the 
problem of determining what constitutes serious injury, which is a key phase of 
the third criterion listed above. In the first watch escape-clause case three of 
the Commissioners evolved the “share of the market” doctrine as the test of 
serious injury. This was a unique departure, and it was rejected by President 
Truman. The following quotation from the President’s statement is appro- 
priate: 

“Because of the dangerous precedent which would be involved in accepting 
this share doctrine as the determinant of serious injury, I should like to empha- 
size its far-reaching implications. Serious iniury, by any definition, means a 
loss to someone. Declining production, lower employment, lower waves, lower 
rates or losses of capital investment—any of these things might indicate some 
degree of injury. But the share doctrine goes much further. In fact, it finds 
that serious injury exists when the domestic industry fails to gain something it 
never had, even though the industry may he prospering by all the customary 
standards of levels of production, profits, wages, and employment.” 

In its 1954 decision the Commission introduced still another hasis for determ- 
ining serious injury, namely, a segmentation of the watch industry which re- 
sulted in separating out for consideration only the watch-manufacturing activi- 
ties of the domestic industry. The total performance of the industry was not 
taken into consideration. Had the Commission concerned itself with the con- 
dition of the industry as a whole, the judgment of serious injury could not have 
been supported since, in 1953, the domestic watch manufacturers enjoyed a peak 
level of sales and earnings. 

In its 1954 findings the Tariff Commission also failed to establish whether, in 
fact, a casual connection actually existed between increased imports and the 
injury that was judged to exist. Increasing imports were assumed, ipso facto, to 
be a prime cause of injury despite the fact that other developments were taking 
place in the domestic industry which were far more significant than the rise 
in imports. One can, for example, point to such developments as the domestic 
manufacturers’ diversification programs, which required a concentration of their 
financial and managerial resources in nonwatch fields and thereby tended to 
increase their technological lag in horological design and production; their ef- 
forts to engage in defense production, again to the neglect of their watchmaking 
operations; and the increase in imports of watch movements by the domestics 
themselves. 

Thus, our industry’s experience with the administration of the escape clause 
reflects important changes in escape-clause criteria incident to its administra- 
over the years. Two of the changes, discussed above, are of particular impor- 
tance because the 1955 amendment to the escape clause has given them legisla- 
tive recognition. The first is that of segmenting an industry for purposes of 
determining injury, and the second is the diminution in the casual role that 
increased imports must play in respect to the injury that has been judged to 
exist. 

The concept of segmentation is a particularly serious innovation since it 
multiplies the number of potential escape-clause actions which are brought be- 
fore the Tariff Commission and thus paves the way for a broad undermining 
of the objectives of the reciprocal trade program. In today’s dynamic indus- 





1746 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


trial economy, there is a growing trend toward diversification of companies into 
many fields. By adopting the segmentation concept, the Government has, in 
effect, agreed to consider use of the escape-clause device as a method of assur- 
ing every company that each field in which it is operating shall either be 
profitable or shall be protected against foreign competition. 

It is now possible for a company to seek import protection for a particular 
division of its operations regardless of the overall profit of the enterprise, the 
relative inefficiency of the particular division, and many other factors, unrelated 
to import competition, which may be affecting the profits of the division seeking 
relief, 

The inevitable consequence of judging injury on the basis of segmentation 
is to distort the very economic principles that have led to the diversification 
trend, namely, the dynamie aspects of America’s competitive economy which 
require rapid technological changes and competitive adjustments to keep abreast 
of market requirements and ahead of competitors. 

When the law not only segments an industry for escape-clause purposes but 
also permits loose criteria with respect to the role of imports as a cause of injury, 
there is a continual threat of higher tariffs. Under these conditions, the very 
pressure of import competition in an unprofitable segment of a company’s opera- 
tions may be considered sufficient ground for withdrawing or modifying a tariff 
concession, no matter how slight an adjustment would be required for the 
domestic firm to meet the problem. 

In his report to the House on the work of the conference committee on the 
Trade Agreements Extension Act of 1955, Congressman Jere Cooper offered some 
very pertinent observations on the implications of the amendments to the escape 
clause that were adopted. One observation, quoted below, has been especially 
emphasized by the experience of the watch importer-assembler industry : 

“Obviously, it would not serve the interests of an industry petitioning for 
relief if a tariff concession was modified as a result of an escape-clause procedure 
when imports were of minor significance in causing the injury that they were 
complaining about, and when any change in the volume of imports would be 
of little remedial significance to the economic situation obtaining in the industry. 
For example, if it should be found that increased imports account for only 5 
percent of the injury to an industry and other factors—such as a change in 
fashion or consumer preference—account for 95 percent of the injury, then 
escape-clause action could solve only 5 percent of the problem and even that 
remedy would probably be at best short lived.” 


RECOMMENDATIONS ON ESCAPE CLAUSE 


These observations and comments about the escape clause suggest a careful 
redefinition of its present criteria in the light of economic realities as well as 
the basic purposes and objectives of the Trade Agreements Act as stated in the 
law. It is important that these criteria be made explicit as part of the legisla- 
tion. Our recommendations are the following: 

(1) The escape clause should not be an easy vehicle for withdrawing or 
modifying tariff concessions made in trade agreements, but should merely per- 
form the function, where there are no promising alternatives, of providing a 
cushion for sudden changes in imports which create serious economic dislocation 
for an American industry. Provision should be made that, once a concession 
is modified or withdrawn, the higher duty should apply for a fixed period of time. 
After the period of time elapses, the higher duty will no longer remain in force 
a as a result of a new reappraisal by the Tariff Commission of the facts of 

e case. 

(2) The definition of the terms “serious injury” and “industry” should be 
clarified, and the concept of segmentation for purposes of determining injury 
should be rejected. 

(3) The casual sequence between tariff concession, increased imports, and 
injury to the American industry should be made clear and explicit. Congress 
should require the Tariff Commission to determine that (1) the injury or threat 
of injury which is judged to exist actually stems from increased imports, rather 
than other causes; and (2) the increase in imports is attributable to a tariff 
concession rather than other factors. 

(4) Provision should be made that whenever the Tariff Commission recom- 
mends a withdrawal or modification of a concession, it must explain the basis 
of its judgment as to whether such action would, in fact, serve to relieve the 


serious injury which either threatens or is actually being experienced by the 
domestic industry. 
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(5) The ultimate responsibility for final judgment with respect to the invo- 
cation of the escape clause must continue to lie with the President. It is im- 
portant that the Congress appreciate the need for the continued exercise of 
discretion by the President. 


BASIC CONCEPTS OF THE NATIONAL SECURITY AMENDMENT 


In announcing President Eisenhower’s July 1954 decision to invoke the escape 
clause in the watch case, the White House said the tariff increase “* * * will 
have an important collateral effect in contributing to the maintenance of a satis- 
factory industrial mobilization base.” 

The President’s statement was based upon conclusions of a report submitted 
to ODM a few weeks earlier by an ad hoc Interdepartmental Committee on the 
Jeweled Watch Industry, which held that the domestic jeweled watch industry 
was essential to the national defense and that an annual minimum production 
of 2 million units was necessary to preserve the skills and productive facilities 
of this industry. 

This judgment of the Interdepartmental Committee marked the first time that 
the notion of defense essentially was used as a rationale for administratively 
imposing import restrictions. Subsequently, in 1955, the so-called national se- 
curity provision was added to the Trade Agreements Extension Act. 

Since the Interdepartmental Committee report on watches was the historic 
precursor to the national security amendment (sec. 7 of the Trade Agreements 
Extension Act of 1955), that report deserves further examination. Two Depart- 
ments of the executive branch represented on the Committee, namely, the Depart- 
ment of Defense and the Department of Commerce, were asked to make 
recommendations in light of the potential requirement of the jeweled watch 
industry in the event of a 3-year mobilization emergency. 

The Department of Defense’s contribution was classified as “secret” and was 
not made public until 9 months after the ODM report had been filed and the 
tariff increased. When the Department of Defense report was released, it was 
learned that on the basis of the most exhaustive end-item study ever made by 
that Department, the Defense authorities had concluded that “* * * the needs 
of the Department of Defense clearly demonstrate that no special nor prefer- 
ential treatment for the (jeweled watch) industry is necessary.” 

Despite the Defense Department findings, the ODM Interdepartmental Com- 
mittee came forward with a recommendation that the domestic watch industry 
was essential to the national defense. The burden of the ODM judgment, in 
complete contradiction to the findings of the Department of Defense, obviously 
fell on the findings of the Department of Commerce. 

It should be noted that the Department of Commerce was concerned with 
judging essential civilian requirements for watches, not military end items. 
(The Commerce Department actually recommended that domestic watch produc- 
tion be maintained at the rate of 3 million units annually, although this was 
subsequently reduced to 2 million units by the Interdepartmental Committee.) 
In contrast to the Commerce recommendations, Tariff Commission statistics show 
that during World War II the bulk of our watch requirements were satisfied by 
imports from Switzerland, while the Department of Defense stated that in a 
future emergency defense requirements for watches could easily be satisfied 
from accumulated commercial inventories and from stockpiles of chronometers 
and other specialized military watches. Additionally, it should be noted, the 
Commerce Department completely neglected to consider the availability of non- 
jeweled lever watches for the civilian population. 

The contrast between the findings of the Defense Department and the Com- 
merce Department reflects the fact that the executive branch had adopted nu 
consistent set of criteria for judging whether or not an industry is essential to 
national defense. This defect in the proceedings of the 1954 ODM Interagency 
Committee was emphasized in the recent report by the Joint Subcommittee on 
Foreign Economic Policy, headed by Congressman Richard Bolling (Democrat, 
of Missouri). This subcommittee conducted a comprehensive study of the pro}- 
lems posed by appeals for protection from import competition on grounds of na- 
tional security. Its report commented as follows on the need for criteria: 

“Certainly policies related to national security, mobilization, and defense es- 
sentiality must be coordinated at the very highest levels of government. Every 
department must be working from the same premises if the actions of all are to 
be fit into a meaningful pattern. It seems very clear that there have been obvious 
conflicts in previous consideration of the problems of foreign economic policy 
and of national security * * *. In the watch industry which we have taken as 
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a case study, it is clear that a narrow view of the mobilization base and the 
broad objectives of foreign economic policy have clashed * * *.” 

There is another aspect of the 1954 tariff increase, as it relates to the find- 
ings of defense essentiality, which deserves comment. As noted earlier, the es- 
eape clause finding related only to the watch production segment of the domestic 
jeweled watch industry. Neglected entirely were the nonwatch production activ- 
ities of that industry which accounted for fully one-third of the industry’s total 
sales in 1953. 

In view of the fact that a large part of this nonwatch production consisted 
of military end items or components for military end items, should not this work 
have been included in the assessment of the defense capabilities of the watch 
industry? Should not the ODM report have noted that, insofar as the domestic 
watch industry was important to national defense, the industry already was 
being protected, maintained, and developed through defense orders? By the 
same token, even setting aside the finding of the Department of Defense that 
watchmaikng facilities and skills were not vital, the question can be asked as to 
whether the increase in duties under the escape clause would have had any bene- 
ficial collateral effects with respect to the nonwatch production activities of the 
industry. 

Despite the importance of the 1954 ODM findings to the American watch im- 
porter-assembler industry, the question of proper criteria for establishing defense 
essentiality is even more important today because a national security provision 
(sec. 7) was included in the Trade Agreements Extension Act of 1955. Acting 
under this section, the domestic watch manufacturers again have appealed to 
ODM for relief, and it is reported that they will ask for a quota limitation on 
the importation of jeweled watches. 

The need for careful and consistent screening of appeals for import protection 
under section 7 has been discussed cogently and clearly by Representative Cooper 
in his statement to the House on the H. R. 1 conference report, cited above. The 
statement that is pertinent here is as follows: 

“We must keep clearly in mind that the purpose of this amendment is to 
provide the President with a means to protect and preserve the national security. 
That is the sole purpose. It is not intended to serve as a device to afford pro- 
tection to those industries which might claim it. 

“The escape-clause amendment and the national-security amendment will 
open the door to pressure and abuse which will be difficult for the President to 
police and avoid. It is important that we be aware of this. They will impose 
on him greatly increased burdens and responsibilities for the wise administra- 
tion and effective conduct of the trade-agreements program. Involved in these 
amendments is a threat of vitiation of the trade-agreements program which the 
President alone can meet. I take some measure of solace from the fact that 
the Presidents who have had the authority to administer this program have all 
realized the importance of our trade-agreements program to our own well-being 
and to the well-being and security of all the nations of the free world.” 

The concern voiced by Representative Cooper was shared by the Joint Sub- 
committee on Foreign Economic Policy. In discussing the relationship of foreign 
economic policy to United States preparedness programs, the subcommittee report 
stated : 

“This subcommittee is convinced that a meaningful pattern very definitely 
must extend beyond any narrow continental defense concept of the industrial 
mobilization base. * * * Preserving national security in this kind of world 
requires the very broadest consideration of all aspects of particular policies. 
In effect, as particular industries ask for special treatment in the name of 
national defense, we must ask ourselves these questions: 

“(a) How unique and essential is this industry to our military strength and 
are their skills in short supply? 

“(b) Will trade restrictions actually help the industry to keep its skills and 
does its civilian production aid our defense, or is it seeking a rationale for its 
own commercial advantage? 

“(c) What repercussions will such restrictions have in other industries; will 
fresh burdens be thrown on them? 

“(d) What alternative approaches to preserving the capacity of a critical 
industry have been sought and weighed? 

“(e) Finally, and not least, what will be the repercussions generally on our 
allies and on other friendly countries whose prosperity is also important to our 
national security?” 

Because it recognized that the 1954 report by the ODM Interdepartmental Com- 
mittee on the Jeweled Watch Industry had been a forerunner of other appeals 
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for import protection on grounds of defense essentiality, the Foreign Economic 
Policy Subcommittee used the watch industry as a case study in investigating the 
concept of defense essentiality and its relationship to foreign economic policy. 

In our opinion, the subcommittee findings, a portion of which are quoted below, 
are significant far beyond the relatively parochial interests of the watch industry, 
for they highlight factors which must be taken into consideration in any mature 
assessment of our total national security. The report stated: 

1. “Protection of the watch industry by trade restrictions in the name of de- 
fense is unwarranted, because, first, it will not be effective in preserving the do- 
mestic industry ; and, second, it represents an undue burden on other industries 
as well as consumers. The burden on other industries and on the trade of the 
free world will detract from national security.” 

2. “The 1954 decisions on watches by the Department of Commerce, the Inter- 
departmental Committee of the Office of Defense Mobilization, and of the Presi- 
dent were not accompanied by completely developed analysis of defense essen- 
tiality. The industry appears to have been studied in isolation from other indus- 
tries and any set of recognizable criteria.” 

3. “Tariff increases, direct and indirect, should be eschewed for the burden they 
throw on other industries, on consumers, and on foreign trade essential to our 
system of world alliances, and for the reduced incentives for the domestic indus- 
try to increase its efficiency and improve its products.” 

4. “Every industry feels itself essential to defense, because it knows that its 
facilities would be employed in an all-out emergency. * * * There is * * * real 
danger that once the way is shown, trade restrictions in the name of defense will 
really be manifestations of commercial advantage made sacrosanct against criti- 
cism by the aura of patriotic need, even though the real effect is to weaken na- 
tional security.” 

5. “The rapid obsolescence of existing weapons and equipment, the great 
variety of challenges we face all emphasize that no pool of workers can be frozen 
in a stockpile * * * adaptable engineering and toolmaking talent now counts 
for more than slowly acquired production-line skills.” 

6. “Escape-clause actions put the interest of the producer ahead of the con- 
sumer, and [result in] higher prices or less desired products * * *. Importa- 
tion can stimulate the ingenuity and efficiency of the watch industry.” 

7. “Attempts to restrict watch imports whether it is done directly by raising 
duties or indirectly by reinterpreting upjeweling and adjustment rules and by 
attaching the cartel are likely to have undesirable side effects on our worldwide 
trade relations and hence on national security far beyond any narrow gain in 
domestic watch production.” 

8. “No major military production component is exclusively made by the 
jeweled-lever watch industry. * * * [Their] skill is valuable but it is not 
unique, for an increasing number of other concerns are showing an ability to 
work at equally close or closer tolerances * * *.” 

“Watch companies * * * can be more than outmatched in a number of vital 
fields * * *, There was evidence * * * the domestic watch companies have 
been underbid and outdone on defense work by other domestic firms, including 
plants operated by importers of watches who were able to do well without the 
benefit of simultaneous domestic production of jeweled-lever watches.” 

9. “Failure to produce watches in wartime is unlikely to cripple us because 
watch requirements of the military forces even in a 3-year war have been 
markedly reduced below World War II standards, and essential civilian require- 
ments * * * could be met by importation from Switzerland or alternatively by 
requisition from private citizens * * *. [The subcommittee suspects] that most 
of the [jeweled-watch manufacturing] capacity in an all-out emergency would be 
diverted from watch production.” 

10. “* * * both domestic manufacturers and importers have an equal concern 
for the welfare of the United States * * *. [Increased international] trade and 
national security are not necessarily exclusive alternatives, and indeed the 
preceding sections of this report establish their vital connection.” 

In light of our own experience, the American Watch Association is convinced 
chat it is a misconception to believe that the national security can be strength- 
ened through efforts to “adjust the level of imports” such as is contemplated in 
section 7 of the Trade Agreements Act. We believe that restrictions on imports 
are an ineffective method of attempting to revitalize and strengthen domestic 
industries and that trade barriers inevitably weaken the economic fiber and 
morale of our friends overseas. In short, we are convinced that resort to higher 
tariffs, quotas, and other restrictive devices will actually weaken our total na- 
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tional security and that the basic purposes of section 7 can best be achieved 
through techniques which do not involve a reduction in international commerce, 

These basic defects with the provisions of section 7 are multiplied by the 
complete absence of criteria on the meaning of “injury,” a “domestic industry,” 
and so forth. The loose language employed in this new section not only in- 
creases the difficulty of sound and consistent administration, but also invites an 
avalanche of appeals from domestic firms whose hopes are raised that they may 
somehow fit under the “defense essentiality” umbrella of protection from foreign 
competition. 

The Subcommittee on Foreign Economic Policy found dramatic evidence of 
this tendency when it learned that, at present, there are more appeals for in- 
creased trade barriers now pending before ODM than there are before the Tariff 
Commission. The conclusion is inescapable that in section 7 the Congress has 
delegated authority to the Executive while neglecting to delineate the conditions 
or terms under which that authority should be exercised. 

We in the American watch importer-assembler industry urgently recommend 
that, in connection with the present study of American foreign economic policy, 
the hearings and report of the Subcommittee on Foreign Economic Policy be 
given careful consideration. If section 7 is to remain on the statute books, it 
should be amended to take into account the fundamental concepts spelled out so 
well in that report, quoted in part above. 


DEFECTS OF IMPORT QUOTAS 


The American Watch Association is aware that there has already been much 
testimony before your subcommittee on all sides of the quota issue. Our experi- 
ence leads us to endorse the contentions that quotas are discriminatory and in- 
flexible, that they freeze production and price arrangements, that they virtually 
eliminate opportunities for entry into the market by new producers and suppliers, 
and that they present enormous administrative difficulties. We believe it is 
clear that quotas inevitably vitiate incentives for domestic producers to expand 
markets and modernize production capacity and that, by handing domestic 
manufacturers an open invitation to increase prices and lower quality, quotas 
are particularly onerous from the standpoint of the consumer. 

These formidable obstacles to a quota system are well demonstrated if one uses 
the watch industry as an illustration. We should like to discuss quotas briefly 
from four points of view: (1) The question of whether quotas are likely to be 
successful in achieving the basic objective of increasing the ability of the domestic 
watch manufacturers to aid in the defense production program: (2) admin- 
istrative problems which would beset the United States Government in trying 
to allocate quotas among the importer-assembler companies; (3) difficulties 
which would devolve upon nations exporting watches to the United States; and 


(4) the effects of watch quotas upon international arrangements of the United 
States. 


1. Quotas cannot increase national security 


We submit that a quota on watch imports would be directly contrary to the 
Government’s prime and legitimate interest in preserving and expanding a base 
of engineering skills. It is obviously self-defeating to place three unprogressive 
domestic companies in a position whereby their operations would determine the 
quantity of imports, and would thus control the total market level. 

Quite apart from creating unemployment among thousands of skilled American 
workers employed in importer-assembler plants in the United States, import 
quotas would lead toward continued deterioration of the skills and productive 
facilities of the domestic watch factories by protecting these firms from competi- 
tion regardless of the extent of their technological lag. 

Whatever form they take, excessive trade restrictions result in unwarranted 
curbs on competition and thus destroy the incentive of domestic producers to 
increase their engineering talents and to modernize their manufacturing methods. 
As the most drastic form of trade restriction, quotas unquestionably apply the 
greatest brake to normal competitive benefits and thus are particularly harmful 
from the standpoint of achieving industrial progress essential to true national 
security. 

For this reason, it is particularly ironic to find the three domestic jeweled watch 
manufacturers appealing for quotas on grounds of an alleged defense essen- 
tiality. What these companies are actually attempting is to have the Government 
assure their markets despite their refusal to modernize their designs and produc- 
tion techniques to match the progress of their competitors. Surely, nothing could 
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be more contrary to the defense requirements of this country and its friends 
abroad. 


2. Quotas would present enormous administrative difficulties 


The watch importer-assembler industry offers a vivid illustration of the impos- 
sibility of attempting to administer quotas on a fair and reasonable basis. 

There are more than 200 American firms which import watch movements. 
New firms are continually entering the business and other firms are leaving it. 
The volume of business done by individual companies varies greatly from year 
to year, as do the styles, models, and price ranges of the products they import. 
Should the Government arbitrarily freeze these businesses in a particular 
pattern, whereby each company were allotted a certain percentage of the total 
quantity of imports, there would be great injustices and hardships within the 
importer-assembler industry. Firms with alert management, improved designs, 
and forward-looking merchandising techniques would be hardest hit, and their 
incentive to improve their position in the market would be sapped. Clearly, such 
a policy would be contrary to basic principles of a government dedicated to the 
encouragement of private enterprise. 

Trade restrictions inevitably produce unfortunate side effects which are difli- 
cult to foresee and as the most onerous form of trade barrier, quotas may be 
expected to multiply such troublesome problems. For example, a continuing 
difficulty faced by the watch industry and the Government stems from smuggling 
of watch movements into the United States. Within the past 2 years, since the 
50 percent increase in duties, the volume of watch movements smuggled past 
our frontiers has reached staggering proportions. 

There is no doubt that both the domestic watch manufacturers and the im- 
porter-assembler industry are being hard hit by this widespread criminality. 
The importer-assembler firms, represented by the American Watch Association, 
have made considerable expenditures in time and money to aid the Treasury 
Department in its efforts to apprehend smugglers and to reduce the volume of 
illegal merchandise crossing our borders. It is clear to us, however, that the 
imposition of a quota on watch imports would place such a premium on smuggled 
movements as to make it virtually impossible to keep this problem under con- 
trol. 

Aside from these difficulties of internal administration and enforcement, 
quotas would require the American Government to face an enormous headache 
in trying to allocate the United States market among various foreign nations 
which export competing products to us. Again the watch industry offers a per- 
tinent illustration. 

It should be understood that although Switzerland is the major producer of 
watches, other nations also export movements to the United States. For example, 
the German watch industry has made a remarkable recovery since World War II, 
and is offering increased competition to the Swiss; the British, French, and 
Japanese industries are also making strides. Were we to impose quotas on 
imports from various countries on an historic basis, we would be limiting the 
possibility for dollar earnings by these friendly nations with growing industries, 
and would greatly undermine their confidence in United States foreign economic 
policy. And were we to apply quotas to Swiss watches alone, the unfair advan- 
tage which would redound automatically to other watch exporting nations is 
clear. 


8. Quotas would impose administrative hardships on foreign nations 


The same type of administrative headaches which would face our Government 
under a quota system would be faced, and perhaps multiplied, by the governments 
of those nations wishing to export watch movements to our shores. For example, 
there are now between 400 and 500 Swiss manufacturers who export watch prod- 
ucts to the United States. Of course, these firms produce a wide variety of mer- 
chandise, covering virtually every price range, style, and quality. Were the 
United States to impose a quota on Swiss watch exports, the Swiss would be faced 
with the enormous burden of allocating quota shares among each of these hundreds 
of manufacturers. 

The same type of difficulty, on a smaller scale, would be faced by Germany, 
France, and other nations with watch industries. Thus, it is clear that the im- 
position of quotas by the United States would begin a chain reaction of adminis- 
trative headaches which are certain to antagonize our friends overseas. 
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4. Quotas would undermine United States foreign agreements 


Aside from the administrative difficulties which quotas would impose, we must 
not lose sight of the fact that the member countries of GATT have agreed that 
quotas are the least desirable way to adjust international trade. Introduction of 
a quota system on watch imports into the United States would surely be inter- 
preted abroad as an abrogation of the spirit of the GATT agreement. And the 
psychological impact of this situation would be increased if such action were 
taken in face of the recent decision by Switzerland to join in the GATT 
community. 

SPECIAL PROBLEMS 


The 50 percent increase on watch tariffs imposed in July 1954 marked the onset 
of an intensive campaign by the domestic watch manufacturers to use Washing- 
ton, instead of the open market, as the arena in which to undertake their competi- 
tive activities against foreign imports. They have left no stone unturned in the 
executive branch or in Congress in their efforts to cripple the watch importer- 
assembler industry through legislative and administrative means. 

One example of such activities lies in their efforts to obtain a Government ban 
on “upjeweling,” a procedure through which American importer-assembler firms 
remanufacture watch movements after their arrival in this country to increase 
the number of jewels. The practice of “upjeweling” dates back more than 25 
years, and has been consistently upheld by the customs courts. It is comparable 
to the work performed in this country on countless other imports in order to in- 
crease their value and their appeal to the American consuming public. 

For this reason, the efforts of the domestic manufacturers to have the Govern- 
ment single out the watch importer-assembler industry for a prohibition on such 
remanufacturing operations seems particularly unfair and unreasonable. The 
fact that only about 1 percent of jeweled watch imports are subject to such re- 
manufacturing reflects the scope of the campaign by the domestic factories. 

The appeal by the domestic manufacturers for a monopoly in the popular- 
priced, high-jewel watch market met a favorable response in the Treasury Depart- 
ment, which has requested the introduction of legislation to amend the Internal 
Revenue Act by imposing a “processing tax” of $8 on any watch movement which, 
after importation, had its jewel count increased above 17 jewels. 

This proposed legislation flies in the face of basic United States customs policy, 
which provides that, after merchandise clears the customs barrier, the owner 
or subsequent buyer may remanufacture or process it in any manner he pleases. 
In fact, our whole tariff structure is built around the concept that duties shall 
be, in general, lower on items on which American labor will be expended after 
importation than on finished products. This traditional policy has been followed 
to encourage employment of American labor. The proposed bill would actually 
put a penalty on the use of American labor and would single out watch importer- 
assemblers as the only importers in the country who would be penalized for 
expending labor on the items which they import. 

In addition, the bill runs counter to the stated foreign economic policy of the 
United States since it provides that the internal taxing power of the United 
States (i. e., the Internal Revenue Code) be used for the purpose of restricting 
imports. We have, as a Government, been very critical of other nations who 
have followed the practice of using internal taxation as a device to discriminate 
against foreign competition. 

The basic purpose of such legislation, of course, is to create an artificial 
monopoly for the domestic producers in the high-jeweled watch market. This 
situation arises from the basic watch-duty structure, which provides for a 
jump of over 300 percent—from approximately $3.25 to $10.75—for imported 
watch movements containing more than 17 jewels. This exorbitant duty pro- 
hibits the importation of high-jewel movements for the popular-priced market, 
If the Congress wishes to take constructive action to eliminate the need for 
“upjeweling” operations, while continuing to give the American consumer the 
benefits of competition in the high-jewel watch market, it should reduce the 
prohibitive and illogical $10.75 rate. 

Another example of how the domestic manufacturers have attempted to 
warp the proper function of the Federal Government is seen in the area of 
adjustment duties. 

Under the Tariff Act of 1930, an additional duty was imposed on watches 
and watch movements which are “adjusted” to improve their time-keeping quali- 
ties under varying operating conditions. Under the act, as amended, the duty 
amounts to 50 cents per adjustment. 
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The Treasury Department has interpreted this provision of the Tariff Act 
in a consistent manner since it was first placed into the statute, and a Treasury 
Department decision (T. D. 50277) was issued in 1940 spelling out the fact 
that adjustments, as used in the act, referred to “special manipulations” per- 
formed on watch movements after they have been assembled in order to impart 
certain time-keeping characteristics. The adjusting process, as the Treasury 
Department understood, is a time-honored procedure whereby certain finer 
watches are subjected, after normal manufacture and assembly, to a lengthy 
series of tests and skillful manipulations in order to make them run consistently 
in varying temperatures and positions. 

Within recent years, however, the domestic manufacturers have advanced 
the theory that because of improvements in manufacturing techniques, watch 
movements which come off the assembly line and are not subsequently sub- 
jected to any special testing and manipulation should be considered to contain 
so-called built-in adjustments since they run reasonably accurately. In effect, 
the domestic manufacturers want the purposes of the law to be warped so 
that virtually every watch movement entering the country would be subject to 
several 50-cent adjustment duties. 

The question of the proper interpretation of the adjustment provision has 
been kept under continuing review by the Treasury Department, which has 
made investigations both in this country and in Switzerland on several occasions. 
At no time has the Treasury departed from its interpretation, which is clearly 
supported by the legislative history of the 1930 act. 

The transparent arguments of the domestic manufacturers for a change in 
the collection of adjustment duties has been advanced both within the admin- 
istration and the Congress. While their efforts have not been supported thus 
far, the domestic manufacturers may be expected to intensify their campaign 
in coming months. 

Thus, it is seen that the watch importer-assembler industry has been faced 
not only with the invocation of the escape clause as well as a threat of quotas 
under a section 7 appeal, but it is also being increasingly harassed by efforts 
of the domestic manufacturers to obtain technical amendments to the statutes 
and customs regulations which would have the effect of substantially raising 
watch duties. 

CONCLUSION 


In conclusion, it might be well to point out that through the years the com- 
mercial relations between the United States and Switzerland have represented 
one of the finest examples of the reciprocal-trade program in action. 

Since the 1936 trade agreement, Switzerland has purchased more than a billion 
and a half dollars in American agricultural and manufactured products, and 
has proved to be America’s best cash customer in Europe. While the United 
States has developed into the largest market for Switzerland’s leading industry, 
it must be recognized that during the past 10 years Switzerland has purchased 
over $500 million more in American products than we have purchased from the 
Swiss. As a matter of fact, recent figures indicate that Switzerland purchases 
$46 worth of American products for each individual in that country, compared 
with a per capita American purchase of only $1 worth of Swiss goods. 

Surely, the economies of both nations have profits from this commerce. It is, 
therefore, most unfortunate to find the United States embarked on a series of 
unilateral actions aimed at wiping out the substantial benefits of the Swiss 
Trade Agreement. 

The recent history of the watch importer-assembler industry underscores the 
fact that, from a national security point of view, the Tariff Act of 1930, as 
subsequently amended, must be subjected to a total reassessment. American 
concepts of defense have undergone a total revolution since 1930—a revolution 
which began in a world of relatively static concepts of warfare, when a “Fortress 
America” strategy was not altogether absurd, and has progressed to one in 
which, for national defense purposes, distance is no longer an ally. 

Our reassessment of trade policy must respect the fact that peacetime alliances 
with preservation of prosperous overseas. neighbors is not only desirable from a 
moral point of view, but imperative from the point of view of survival. Our 
tariff and trade policies must comprehend the relatively recent development 
that we are a Nation no longer self-sufficient in vital natural or human resources. 

The unparalleled and constant advances in techniques by Swiss watch 
researchers is an example of the importance of having friendly neighbors who 
are more active and fruitful in certain segments of industrial enterprise than 
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ourselves. This is as it should and must be—for division of labor and energies 
is one of the keystones of free world strategy. Indeeed, our resources in light 
of changing concepts of war permit no alternative to this international division 
of efforts, even if we willed it otherwise. 

We must develop a trade agreements program which meshes our security 
objective and which will prevent narrow commercial considerations from per- 
verting the intent of the law to achieve artificial protective devices in the name 
of high defense principles. 

In iormulating concepts of injury, our legislation must go beyond broad state- 
ments of objectives in order to reach criteria and means of application which 
are consistent wherever applied. Our trade program must be examined, 
not in terms of isolated industrial problems, but rather in terms of our total 
national requirements. We must apply the escape clause with an eye to whether 
it is consistent with the interests of our allies as well as ourselyes—for their 
mterests have become very much our own, even when seen from a completely 
selfish point of view. As the leader of the Western cause, our major goal must 
be to inspire confidence and to establish that our trade program is as consistent 
in its application as in our utterances. 


AMERICAN WATCH MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., October 10, 1956. 
Hon. Leo H. Irw1n, 
Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Irwin: Pursuant to the decision of the Subcommittee on Customs, 
Tariffs, and Reciprocal Trade Agreements not to include the problems of the 
domestic jeweled watch industry in the subcommittee’s current investigation, 
this association did not appear and offer testimony in the subcommittee’s recent 
hearings. 

Our attention has been called to certain statements which were made to the 
subcommittee by the various witnesses during the course of the recent hearings 
which are critical of the President’s decision increasing the tariff on imported 
watch movements in 1954 and the several determinations of defense essentiality 
which had been made by the executive department. We feel that no public 
purpose will be served by ailowing those misleading and erroneous statements 
to stand in the record without correction. We therefore ask that this letter 
be included in the record of the hearings, and make the following comments 
pertinent to the attacks which were made on the President, the executive de- 
partment of the Government and this industry during the subcommittee’s hear- 
ings. 

1. The prepared statement of B. A. Rittersporn, Jr., in behalf of the Committee 
on Foreign Trade Education, Inc., presents four points in regard to the watch 
question and, on the basis of those points, concludes that the 1954 tariff in- 
crease on watch tariffs was unwarranted. 


Mr. Rittersporn’s point 1 


“Despite all claims to the contrary, the overwhelming weight of the evidence 
is that jeweled watches will not be manufactured in the case of another total 
war. There is a very large inventory of jeweled watch movements available, 
and if those are insufficient to meet the need, the requisition of civilian watches 
and driblets of supply from Switzerland would be expected to fill out the balance.” 

Mr. Rittersporn fails to specify of what “the overwhelming” evidence consists, 
or to document his statement. The fact is that jeweled watches will definitely 
be required in the case of another war. The controversial Department of De- 
fense report to ODM dated April 29, 1954, states estimated requirements for 
244,845 jeweled watches. The deficiencies of the estimate contained in that re- 
port are established by the fact that current M-day schedules in effect with the 
4 domestic jeweled watch companies show a requirement of jeweled watches of 
various types in excess of that figure.. Furthermore, the services are currently 
procurring jeweled timepieces of a type which is not included in the M-day orders. 
For example, 1 company was asked recently to supply 50,000 watches in such a 
category for one of the services. Another company is currently supplying 19,000 
jeweled watches for miiltary use of another type not included in the M-day 
schedule. 

There is no factual basis cited by Mr. Rittersporn for his assertion that there 
is currently “a very large inventory of jeweled watch movements available.” 
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The fact is that the Scientific, Motion Picture and Photographic Products 
Division of the Business and Defense Services Administration, Department of 
Commerce, attempted to secure statistical information from the importers of 
Swiss watches (as well as from the domestic industry) which would have in- 
cluded inventory figures. The domestic industry has been submitting such in- 
formation to the Department of Commerce for some time, but the importers act- 
ing through their trade association, represented by Mr. Samuel Anderson, have 
declined to cooperate with the Department. There are, therefore, no published 
statistics on inventories of jeweled watches, let alone any breakdown of the 
types of watches in the national inventory which would be suitable for defense 
needs in an emergency. 

Similarly his statement that “if” the inventory of jeweled watch movements 
available in time of emergency is insufficient, civilian watches could be req- 
uisitioned and “driblets of supply from Switzerland” could fill out the balance 
lacks any empirical basis. Mr. Rittersporn is quite correct in describing the 
supply of jeweled watches that would be available from Switzerland in time of 
emergency as “driblets” ; he is in error in supposing that civilian watches in ade- 
guate numbers could be requisitioned during an emergency. The following 
figures will illustrate this fact. In 1941, the total new supply of watches in the 
United States (domestic and imported, jeweled and nonjeweled) was 18,766,000 
units. Of this amount, 2,510,000 were jeweled timepieces. Despite this record 
supply in the last year preceding the United States entry into World War II 
(it exceeded 1940’s supply by some 3 million units), military requirements 
alled for the production of 3,392,488 jeweled timepieces during World War II. 
In addition, the Armed Services requisitioned from imports of Swiss watches 
(which information disclosed after World War II showed were permitted by the 
Germans to continue in exchange for a Swiss agreement to manufacture fuses 
and other components for the German Army) at least 2,517,000 jeweled wrist- 
watches. The domestic industry also was called upon to produce 242,077 jeweled 
watches for our Allies under lend-lease. 

The significance of these data is emphasized by the fact that the total supply 
of new watches in the United States in 1955 was 17,787,000. Slightly less than 
2 million of these were domestically produced jeweled watches, while nearly 
8 million were imported jeweled watches. Inasmuch as the total supply of new 
watches in 1955 was less than the total new supply in 1941, it is reasonable to 
assume that the demands for new timepieces in a future emergency would be at 
least equivalent to those experienced in World War II. There is the additional 
fact, as conceded by Mr. Rittersporn, that the new supply of watches available 
from Switzerland during an emergency would amount only to “driblets.” The 
only available sources of supply in an emergency, as the President has recog- 
nized in setting stockpile objectives, would be those located in the Western 
Hemisphere. Hence, the burden which would be placed on the domestic industry 
would be much greater than that involved in World War II. It is for this reason, 
among others, that the minimum level of production required for mobilization 
purposes of 2 million jeweled watches a year must be regarded as a conservative 
figure. 


Mr. Rittersporn’s point 2 


“The precision skills of watchmakers are unquestionably very valuable. They 
are not, however, in any way unique or exclusive to the jeweled watch industry 
or, for that matter, to the horological industry as a whole.” 

Mr. Rittersporn begins his discussion of the watch industry by quoting Sen- 
ator Flanders as an authority on the watch industry: but when it comes to 
describing the precision skills of watchmakers, Mr. Rittersporn conveniently 
overlooks the fact that Senator Flanders himself, on the basis of his visits to 
domestic watchmaking plants, described those skills in the following words: 
“The unique skills of the mechanics and technicians on whom the watch industry 
depends.” To emphasize his point, Senator Flanders declared in his additional 
comments to the Bolling subecommittee’s report : 

“In no other industry are to be found mechanics who can build machinery of 
such small size and precision as is required for the making of watch parts. In 
no other industry can be found toolmakers who can produce the microscopic 
cutters, taps, etc., that are fitted into these machines. 





1756 CUSTOMS AND TARIFF LAWS AND TRADE AGREEMENTS 


“The essentiality of such skills will, I believe, become more evident as the 
months go by. The replacement of the big vacuum tubes by the little transistors, 
the replacement of large electrical relays by the tiny cartridge type, are leading 
to more and more compactness in the control mechanisms which are entering 
into so many phases of defense work. The watchmaking industry is our nursery 
for these skills. From this standpoint, I conceive it to be an industry essential 
to the full development of defense equipment.” 

Mr. Rittersporn cannot have it both ways. Either Senator Flanders is an 
authority on the watch industry or he is not. If he is an authority upon which 
Mr. Rittersporn bases his discussion of the watch industry, then he should call 
attention to the crucial findings of the Senator, an engineer by training, based 
upon the Senator’s direct observation in watchmaking plants which categorically 
support the essentiality of the domestic jeweled watch industry because the 
precision skills of its workers are unique and not found in other industries. 
There is therefore no substance to Mr. Rittersporn’s second point. 


Mr. Rittersporn’s point 3 


“ ‘Tariff protection’ has been of little or no meaning in building up the volume of 
domestically produced jeweled watches. Disregarding the popularity and sup- 
posed superiority of Swiss watches for the moment, it is necessary to credit the 
tariff increase of 1954 with reducing the potential market for less expensive 
watches. We mean to say that while it is probable that a person who wants a 
watch for himself will buy it, a person planning to buy a watch for a niece or 
nephew, brother or sister, may very well not want to go over a certain price and 
will, instead, select something else as a gift.” 

Again, Mr. Rittersporn’s assertions are simply contrary to the fact. Take his 
assertion that tariff protection has been of little or no meaning in building up the 
volume of domestically produced jeweled watches. During the period 1951 
through 1954 the domestic production of jeweled watches declined steadily, as 
shown by the following table: 


United States production of jeweled watch movements 


Production 
(in thousands) 


The President’s proclamation increasing the duties on imported jeweled watch 
movements became finally effective in August 1954. Domestic production of 
jeweled watches in the calendar year 1955 reached 1,926,000 units. It is quite 
apparents that the effect of the tariff was to halt the downward trend in domestic 
production of jeweled watches and to permit some increase in the volume of 
domestic production. 


Mr. Rittersporn’s point 4 


“Three out of the four of the domestic jeweled watch producers have enjoyed 
very comfortable profits throughout the postwar era. Furthermore, referring 
directly to the utilization of the watch companies in defense production, Tariff 
Commission figures point out that well over half of the watchmakers’ employees 
are now engaged in military production.” 

Mr. Rittersporn has swallowed whole the misleading propaganda of the Swiss 
watch importers about the profits of domestic producers. The fact of the matter 
is that the profits of the domestic jeweled watch industry are substantially below 
that of the industry group of which it is a part (instruments and related prod- 
ucts) as well as the average for all manufacturing industries. This is brought 
out by the following table which is quoted from the paper submitted by Prof. 
Josef Solterer, chairman, department of economics, Georgetown University 
(hearings, Subcommittee on Foreign Economic Policy, Joint Economic Commit- 
tee, 84th Cong. (1956), p. 98) : 
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Ratios of profits after taxes to net worth and net sales, domestic jeweled watch 
industry compared with all manufacturing industries and the instruments 
and related products groups 
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Source: Years 1946—52, U. S. Tariff Commission, Report on Escape Clause Investigation No. 26, table 
17; 1953-55, Domestic Watch Industry, Annual Reports of the Companies, and Company Data; on 
Manufacturing Industry and Instruments and Related Products Group, FTC-SEC Quarterly Financial 
Reports. 


Mr. Rittersporn is also clearly in error in his assertion that “Tariff Commission 
figures point out that well over half of the watchmakers’ employees are now 
engaged in military production.” The facts concerning employment of produc- 
tion workers by the domestic jeweled watch companies are, indeed, discouraging. 
To quote the Commission’s recent report, “During the first quarter of 1956, there 
were 1,939 fewer production and related workers engaged in the manufacture of 
domestic watches than in 1953, and 1,605 fewer employees engaged in the manu- 
facture of defense contract items.” Average total employment in jeweled-lever 
watch plants during the first quarter of 1956, according to the Commission, was 
7,291- (compared with 10,709 in 1953). Of the total, 4,012 were engaged in the 
production of domestic watches, while 3,279 were engaged in the pruduction of 
other products. The fact is that there has been an alarming decline in the 
number of production workers employed on defense work as well as the number 
of workers employed in the production of jeweled watches. It is the skills 
required in the production of jeweled watches, and hence the number of produc- 
tion workers in that category, which the interdepartmental committee, estab- 
lished by the Office of Defense Mobilization, found in 1954 must be preserved 
in the interest of our national security. 

There being no basis in fact for Mr. Rittersporn’s four points, there is likewise 
no basis in fact for his conclusion that the President’s 1954 increase of watch 
tariffs was unwarranted. Nor is there any more rational basis for his criticism 
of the investigation of the Office of Defense Mobilization in 1954 of the defense 
essentiality of the watch industry. If Mr. Rittersporn is attempting to 
criticize the examination which an interdepartmental committee, estab- 
lished by ODM, made of the mobilization base for jeweled watches in 
1954, he would do well to offer something more concrete than a reference to 
the Defense Department’s report in April 1954 which was placed in its proper 
perspective both by the report of the interdepartmental committee itself and 
by the attached letter of Secretary of Defense Wilson and the Department’s 
separate communication to the Bureau of the Budget, also attached. 

2. The National Council of American Importers in its prepared statement for 
delivery to the subcommittee undertook to discuss the proposed bill to impose 
a processing tax on the upjeweling of watch movements in the United States. 
Unfortunately, its comments on the processing tax are erroneous and very mis- 
leading. The substance of its criticism of the proposed bill is contained in the 
use of a quotation of Treasury Department comments on the first customs 
simplification bill to the effect that there should be no discrimination against 
imported merchandise in the application of internal taxation. The clear 
inference of this importers group’s remarks was that the proposed processing 
tax would apply only on imported watch movements and, hence, would dis- 
criminate against them in favor of domestically produced watch movements. 

The fact is that the proposed upjeweling processing tax bills, H. R. 11436 and 
H. R. 11437 simultaneously introduced by Congressmen Mills and Reed, is drawn 
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so that the tax applies to any processing operation which has the effect of 
increasing the number of jewels in a watch movement whether the movement 
concerned is of domestic or foreign origin. Therefore, there is no substance to 
the criticism voiced by the National Council of American Importers. 

3. Finally, note should be taken of the comment made by Mr. Paul T. Ells- 
worth on September 18, 1956, during his testimony before the subcommittee. 
He states that the Elgin Watch Co. “ceased protesting for an increase in tariff and 
began to shift their production over into the manufacture of bracelets, watch 
cases, jewelry, and that sort of thing, and get out of the manufacture of the 
movements.” The fact is that the Elgin National Watch Co. carries on the 
manufacture of some items of the type referred to by Mr. Ellsworth, but in 
manufacturing facilities which are separate from those which are equipped and 
suitable for the production of jeweled watch movements. It is also a fact that 
the Elgin Co., as a member of the American Watch Manufacturers Association, 
Inc., has advised the Government that unless suitable measures are taken under 
the authority conferred on the President in section 7 of the Trade Agreements 
Extension Act of 1955, movements from other sources will continue to displace 
movements manufactured in this country and progressively deplete the supply 
of skilled watchworkers and the production facilities which have been found 
to be of importance to defense mobilization. 

Sincerely yours, 
PauLF., Mickey, Vice President. 


AMERICAN WATCH MANUFACTURERS ASSOCIATION, INC., 
Washington, D. C., October 19, 1956. 
Hon. Leo IrRwInN, 
Clerk, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 

DEAR Mr. IRWIN: Request is respectfully made that the enclosed exchange of 
correspondence between Prof. Seymour E. Harris and me be incorporated in the 
printed record of the hearings of the Boggs subcommittee. 

You will note that I wrote Professor Harris on October 9 with respect to 
assertions which he made in his prepared testimony before the Boggs subcom- 
mittee concerning the President’s decision in the escape-clause investigation 
on watch movements. You will also note that Professor Harris acknowledges 
that his statements may impart an impression which he did not intend. Under 
these circumstances the incorporation of the enclosed exchange of correspondence 
in the record is of real importance if those who use the printed record of the 
hearings are to have a correct understanding of Professor Harris’ remarks to the 
subcommittee. 

Sincerely yours, 
Paut F. MIcKEy, 
Vice President. 


[Letterhead of American Watch Manufacturers Association, Inc.] 


OcToBER 9, 1956. 
Prof. Seymour E. Harris, 
Chairman, Department of Economics, 
Harvard University, Cambridge, Mass. 


DeEAR Professor HArkis: Your statement prepared for delivery to the Boggs 
subcommittee of the Committee on Ways and Means has been made available to 
me. I congratulate you on the notable effort which you are making in behalf of 
the New England textile industry. 

It is quite apparent from your statement that you have made a real effort to 
be objective in the preparation of these views. Because of your eminence and 
the general quality of your statement I am quite disappointed at the reference 
which you make to the President’s decision in the escape clause proceeding on 
watch movements. Because of your reputation for objectivity and careful schol- 
arship I am taking the liberty of commenting on your statements concerning the 
watch decision. 

You make four assertions concerning the watch decision: First, that the Pres- 
ident based his decision “on the defense argument”; second, that the domestic 
industry “on the whole was very profitable’; that Swiss watches “were in a 
sense in a noncompetitive market (intermediate prices)”; and fourth, that do- 
mestic output “was close to the amount presumably required to meet defense 
needs.” 
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You apparently rested these assertions on a statement of the Committee for a 
National Trade Policy, which, as you know, is a free-trade propaganda organiza- 
tion. In view of the many Government studies which have been published on the 
effect of imports on the domestic jeweled-watch industry, it is discouraging that 
a man of your position and responsibility would rest his opinions on the state- 
ments of a frankly partisan group such as the Taft organization to the exclusion 
of other sources. 

Taking up your assertions in order, allow me to comment as follows: 

First, after an investigation under section 7 of the Trade Agreements Exten- 
sion Act of 1951 the Tariff Commission on May 21, 1954, reported to the President 
its finding that partly as a result of the concessions granted in the Swiss trade 
agreement, watch movements were being imported in such increased quantities, 
both actual and relative, as to cause serious injury to the domestic industry 
producing like or directly competitive products. It recommended a 50-percent 
increase in the duty for an indefinite period to remedy that serious injury. 

Section 6 of the Trade Agreements Extension Act of 1951 expresses the public 
policy of the United States that “No reduction in any rate of duty, * * * shall be 
permitted to continue in effect when the product on which the concession has 
been granted, is, as a result, in whole or in part, of the duty or other customs 
treatment reflecting such concession, being imported into the United States in 
such increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products.” 

On July 27, 1954, the President issued a proclamation referring to the finding 
and recommendation of the Tariff Commission, proclaimed effective increases in 
duty recommended by the Commission. The White House announcement of the 
President’s action referred to the Tariff Commission’s findings and its recom- 
mendations, and states: “These findings and recommendations form the basis 
for the action announced by the President today.” 

You will be willing, I am sure, to place greater credence on the President's 
own description of the basis upon which he made his decision than you would 
attribute to a partisan organization such as the Taft group which has opposed 
every tariff increase recommended under the escape clause regardless of the 
industry or the circumstances. 

It is true that the White House announcement also referred to the fact that 
the President's action “would have an important collateral effect in contributing 
to the maintenance of a satisfactory industrial mobilization base for the domestic 
production of watch movements and other precision devices necessary for na- 
tional defense.” I do not understand that you are advocating that the President 
not be allowed to take such matters into consideration. 

Second, you imply that the President should not have approved the tariff 
increase, asserting that “the domestic industry on the whole is very profitable.” 
The figures do not bear you out. The following table is quoted from a paper 
prepared by Prof. Josef Solterer, chairman, department of economics, Georgetown 
University (hearings, Subcommittee on Foreign Economic Policy, Joint Economic 
Committee, 84th Cong. (1956), p. 98) : 


Ratios of profits after tares to net worth and net sales, domestic jeweled watch 
industry compared with all manufacturing industries and the instruments and 
related products groups 
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In pointing out to you that the ratio of profits to net sales of the domestic 
jeweled-watch industry is substantially below that of the industry group of 
which it is a part (instruments and related products) as well as the average 
for all manufacturing industries, I am not unmindful that the profit to sales 
ratio of the textile mills product industry is even lower. I am sure, however, 
that you do not advance the profit ratio of the textile industry as a norm 
of “very profitable” operations. I know that you are not interested in having 
the laws of the United States administered so as to drag other domestic in- 
dustries down to the unsatisfactory level at which the textile industry has been 
operating. Your estimable efforts rather have been directed toward securing 
national policies and the administration of our existing laws which will permit 
the textile industry’s operations to rise to the average of all manufacturing in- 
dustries. In this we concur and trust that you will find it possible on the basis 
of the facts referred to above to refrain from criticism of governmental 
measures which are intended to give the domestic-watch industry that same 
opportunity. 

Third, you assert that Swiss watches “were in a sense in a noncompetitive 
market (intermediate prices).” This assertion which you have apparently 
borrowed from the Taft organization was, in turn, borrowed by them from the 
propaganda agencies of the Swiss-watch importers. 

To understand this problem you must realize, as the Tariff Commission has 
found in its investigations, that the price of complete jeweled watches at the 
retail level is determined in good part by the type of case and bracelet used. 
The Tariff Commission’s recent review of the watch import situation notes, for 
example, that “it is not always possible to know from the cost of the move- 
ment even the approximate price at which a watch incorporating the movement 
will be offered for sale to the retailer, and it is even more difficult to determine 
the price at which it will be offered to the purchaser at retail.” 

The quality of the movement is less of a variable. Domestic manufacturing 
expense for movement production must be contrasted with the landed cost of 
imported movements. Once this fixed factor of cost advantage is established in 
favor of the Swiss, the selection of cases and attachments for imported and 
domestic movements does not change the margin of advantage which the Swiss 
importers enjoy as a result of their cost advantage in the movement. The Swiss 
are able to compete all across the price spectrum merely by changing the quality 
of the case and attachment. Because the tariff on movements does not offset 
the Swiss cost advantage in movements, there is a price range below which the 
domestic companies cannot go because the higher cost of the movement portion 
of their watch will not permit it. Hence, the Swiss do enjoy a monopoly of the 
low-cost-jeweled-watch market—not because the domestic companies do not desire 
to remain in that price bracket, but because their production costs will not permit 
it. The Tariff Commission’s recent report reviewing the watch import situation 
notes that only watches with imported movements are available in a price range 
lying between the highest priced domestic pin-lever watches, and the lowest priced 
domestic jeweled watches. 

If the tariff were sufficient to equalize landed costs of Swiss movements and 
the cost of production of American movements, there would not be subcost price 
levels at which no direct competition is found between watches containing domes- 
tic and imported movements. 

The answer is that every jeweled watch sold in this subcost price stratum 
subtracts one potential sale in the area where the domestic companies can market 
their watches. The fact that the Swiss also have a full line of watches selling 
at that level simply means that the Swiss imports get several bites at the cherry 
while the domestic watches get only one. 

The Tariff Commission recognized the competitive impact of all imports of 
jeweled watches on the domestic jeweled watch industry when it found in 1953 
that domestic jeweled lever watches were driven by imports from a position 
where they supplied 40 percent of the total United States consumption in their 
competitive category in 1936-40, to only 28 percent in 1951, and when it found 
in 1954 that the domestic watches supplied only 20 percent of United States 
consumption in their competitive category in 1953. 

It is certainly a misleading oversimplification of these facts to assert that the 
Swiss watches were in a noncompetitive market because there may be some price 
brackets in which Swiss watches have a monopoly. The fact is that the domestic 
industry has always sought to market a full line of watches ranging from the 
lowest price level which their costs would permit. As the ad valorem incidence 
of the tariff has been reduced, first by the concession given the Swiss in 1936 
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and later by the relatively heavier impact of inflation in the United States than 
in Switzerland, the domestic industry has been forced by hard economic facts 
out of the lowest price levels. 

The Tariff Commission’s 1946 report on watches states that one domestic pro- 
ducer’s watches retailed for as little as $10.20 and another’s for as little as $16.50 
in the period immediately preceding World War II. At that time watches with 
imported movements sold for not less than $11.75 in jewelry stores (though 
some $5.95 models were sold by mail-order houses and nonjewelry outlets), 
according to the Commission’s report. There was thus, prior to World War II, 
a very definite attempt by domestic producers to compete with imports at the 
lower price level for jeweled watches. But the ad valorem incidence of the 
watch tariff was sharply reduced by post-World War II inflation. This was 
reflected in a corresponding diminution in the cost-equalizing effect of the tariff, 
an economic fact which dictated withdrawal by the domestic producers from 
the lower price levels. Unfortunately, the increase in the tariff granted by 
President Eisenhower in 1954 did not restore the ad valorem incidence of the 
tariff to even the prewar trade agreement level. The following table illustrates 
this fact: 


Average ad valorem equivalent of United States duties on watch movements 


Percent 


Source: U. S. Tariff Commission, Report to the President on Escape Clause Investigation 
No. 26 (Watches, Movements, and Parts), May 1954, pp. 11 and 30, and table 14. 


Fourth, you imply that there should have been no tariff increase (in line with 
your assumption that the President based his decision on defense grounds) 
because “the domestic output was close to the amount presumably required to 
meet defense needs.” The report submitted by the Interdepartmental Commit- 
tee on the Jeweled Watch Industry on June 30, 1954, to the Director of the Office 
of Defense Mobilization recommended that the production of jeweled watch 


movements should be at least an average of 2 million units a year. Domestic 
production of jeweled watch movements declined steadily during the period 
1951 to 1954, as follows (cf. table 9, U. S. Tariff Commission Report to the 
President on Watch Movements, July 1956) : 
Units 
3, 162, 000 
2, 483, 000 
2, 365, 000 
1, 716, 000 

Note that the production in 1954 was nearly 300,000 units below the minimum 
safe level required for defense mobilization. The tariff increase served to pre- 
vent the downward trend, though production has not yet reached the 2 million 
mark on the upturn. This is indicated by the fact that in 1955 domestic produc- 
tion of jeweled watch movements was 1,926,000 units. As you are perhaps 
aware, the domestic jeweled-watch industry has petitioned the Office of Defense 
Mobilization to make an investigation under section 7 of the Trade Agreements 
Extension Act of 1955 because in their judgment the impact of imports (Switzer- 
land is still supplying well over 75 percent of apparent United States consump- 
tion of jeweled watches) is seriously impairing the industry’s ability to main- 
tain its minimum defense mobilization capacty and skills. The Journal of 
Commerce today reports the sale of control in the Waltham Watch Co. and states 
that “the new management plans to place most of its emphasis on assembling 
of foreign [watch] movements.” This is fresh evidence of the destructive effect 
which Swiss imports are having on the domestic jeweled-watch industry and its 
capacity to meet defense needs. 

We are well aware that a scholar of your standing and responsibility does not 
desire to sponsor statements which are contrary to the fact. It oecurs to us, 
therefore, that upon having the facts contained in this letter brought to your 
attention, you may wish to supplement the record of the Boggs subcommittee 
hearings so as to correct the reference which you made to the President’s watch 
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decision. If you wish to do so, we would be happy for you to submit a copy of 
this letter to the Boggs subcommittee for that purpose. In any event, we hope 
that you will find it possible in the future to refrain from sponsoring the 
inaccurate and one-sided views of the Committee for a National Trade Policy. 
Sincerely yours, 
Paut F. Mickey, Vice President. 


HARVARD UNIVERSITY, 
GRADUATE SCHOOL OF PUBLIC ADMINISTRATION, 
Cambridge, Mass., October 17, 1956, 
Mr. Paut F.. MICKEy, 
Vice President, American Watch Manufacturers Association, Inc., 
Washington 5, D.C. 

DeAR Mr. Mickey: Many thanks for your interesting letter of October 9. 

I am sorry that you got the impression from my paragraph which I devoted 
to the watch industry that I was opposed to the concessions made by the Presi- 
dent. Rereading it, I can see that tone might get that impression, though that 
was not what I intended. I think that much can be said on both sides. 

I am of the viewpoint that the defense argument had a good deal to do with 
the President’s decision. In fact, you will recall that Senator Saltonstall was 
responsible for the military hearings on the watch problem and also that this 
came just before the election and that the Senator was trying to do something for 
the Waltham Watch Co. But I am not inferring from this that the defense argu- 
ment was not a legitimate one. 

On the issue of the profitability of the industry, your figures do show that the 
industry was not as profitable as all manufacturing industries. Nevertheless, 
on an absolute basis they were doing quite well. 

In regard to what you say in the second paragraph of page 2, I would only 
say that the President vacillates between accepting relative losses of the market 
and absolute as the positive factor in determining injury. 

At the bottom of page 2 to the top of page 3, as I said above, I can see why 
you drew this conclusion, but it was not my intention. 

The issue of the noncompetitive aspects of the Swiss exports was presented 
in the United Sattes Tariff Commission study of watches. I believe you exag- 
gerate the extent to which I depend upon the reports of the Taft group. I realize 
that they are a propagandist, free-trade group. 

I would also add that, even though the Swiss price range is a somewhat 
different one, this does not mean an absence of competition with watches in 
other price classes. 

On page 6, in re your fourth point, perhaps I may have implied that the 
defense argument was not an adequate one; but this does not mean that I would 
therefore necessarily say that there should be no adjustment of the tariff. 

I have no objection to your using this letter; and if the Ways and Means 
Committee would like to publish it, I have no objection. 

Sincerely yours, 


SEYMouR E. Harris. 





AMERICAN BAKERS ASSOCIATION, 


Chicago, Ill., October 8, 1956. 
Hon. HALE Bocas, 


House of Representatives, Washington, D. C. 


DeEAR CONGRESSMAN Boceés: Enclosed is a statement with respect to Canadian 
imports of bread which I hope can be made a part of the record of the hearings 
presently being held before your Subcommittee on Customs, Tariffs, and Recipro- 
cal Trade Agreements. 

Also enclosed is a copy of a letter from the Tingley Baking Co. in Houlton, 
Maine, which spells out in detail how this situation is affecting their operations. 
This is a small company, so the impact of these imports on its ability to operate 
profitably is considerable. 

We are hopeful something can be done through your committee to correct this 
situation. 

Respectfully, 
JOSEPH M. Creep, Counsel. 
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STATEMENT WITH REFERENCE TO THE EFFECT OF IMPORTS OF CANADIAN BREAD ON 
LocaL SEGMENTS OF THE AMERICAN BAKING INDUSTRY 


This statement is submitted to this subcommittee to bring to its attention a sit- 
uation of long standing which has adversely affected certain members of the 
American baking industry whose operations are conducted in the geographical 
areas contiguous to the Canadian border. The situation is one which has existed 
for over a quarter of a century and for which relief has been sought both through 
congressional action and through the executive and administrative agencies of 
the Government, specifically, the State Department and the United States Tariff 
Commission. So far these efforts have been unsuccessful. 

It is recognized that the situation described herein is peculiarly local in nature 
and does not pertain to the American baking industry generally. Indeed, it is 
for that reason that the State Department and the Tariff Commission have dis- 
claimed having authority under existing statutes to take any corrective action. 
Nevertheless, it is a very serious situation for the bakers who are located in 
these areas, and who, because of geography, must confine their marketing opera- 
tions to the general area close to the Canadian border. For these bakers the situ- 
ation has been an intolerable one for many years. That they have been able to 
survive at all is surprising and perhaps a tribute to American enterprise. But 
because of this competition they have not been able to attain the growth and 
expansion to which any well-operated small business has some claim. 

At present there is no applicable statute through which relief can be obtained. 
It is necessary, therefore, that we look to the Congress. The factual situation 
can be summarized by describing the competition faced by bakers who manufac- 
ture bread in Aroostook County in the State of Maine. Similar situations varying 
only in degree exist in New York and Michigan. 

In Aroostook County there are 2 or 3 small wholesale bakeries which have 
struggled for many years to survive in the face of competition from our Canadian 
neighbors. They are bounded on the north and east by Canada, on the west by 
the great timberlands of Maine, and on the south, a market too far distant for 
them to compete effectively with other bakers from the United States. Their mar- 
ket potential is effectively limited by geography. 

Under the price structure reflecting costs in Aroostook County, Maine, Cana- 
dian bread merchants can drive their trucks across the border into the State of 
Maine to sell their bread at retatil prices less than the wholesale price of the 
American product. This bread is of a quality competitive with our American 
product. But because of higher costs paid by our domestic bakers in materials, 
ingredients, and labor, they cannot successfully compete with the imported prod- 
uct, even though our American bakers are as efficient, if not more so, in their 
production techniques than their Canadian competitors. Here it might be well 
to point out that these bakers do not object to competition as such, whether from 
Canada or the United States. They would be the first to concede that the free- 
enterprise system requires competition to survive; but where advantages due to 
governmental policies are given to competitors in the cost structure of their 
products, these businessmen rightly object. 

Our American baker buys flour which reflects the domestic support price for 
wheat. His Canadian counterpart buys flour which is based on the world price 
for wheat, which is as much as $1 per hundredweight below that of our domestic 
support price. 

The situation is the same with respect to other basic ingredients such as 
shortening and sugar. With respect to labor costs, wages are considerably higher 
in the bakeries on this side of the border, either directly or indirectly as a result 
of our Fair Labor Standards Act. With such built-in cost advantages to the 
Canadian baker, it is little wonder that he can load a few trucks, send them 
across the border, and sell his bread at prices far below that of the American 
baker. 

Bread is on the free list under the Tariff Act of 1930, and as such, is not subject 
to any United States duty. Certainly bread is not such a major item in our over- 
all foreign trade that it should remain on the free list at the expense of these 
American bakers whose taxes help make possible the subsidized world prices for 
ingredients used by their foreign competitors. Simple justice calls for an adjust- 
ment. Canada, incidentally, imposes a 15 percent ad valorem duty on bread 
imported into that country. This poses no great problem for American bakers 
because they could not compete in the Canadian market against Canadian costs 
to begin with, but it does emphasize the irony of the situation. 

Representations with respect to these conditions have been made over the 
years to the State Department, the Tariff Commission, and Members of Congress. 
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There have been many expressions of sympathy and a recognition of the adver- 
sity, but no help. As recently as February 1956 in a letter to Senator Margaret 
Chase Smith, the respected senior Senator from Maine, who had inquired of the 
State Department as to what relief might be available, an official of the Depart- 
ment writing for the Acting Secretary of State, pointed out: “Our imports of 
bread are a small part of a mutually profitable exchange of goods which takes 
place along our 3,000-mile common frontier with Canada.” Because these im- 
ports are only a small part of our exchange of goods, the State Department has 
consistently taken the position that nothing can be done regarding such imports, 
Therefore, those bakers adversely affected must manage as best they can. 

If bread-manufacturing capacity in the affected areas was inadequate to meet 
consumers’ requirements, there would be no grounds for objecting to imports to 
supplement our available supply, but our domestic productive capacity is more 
than adequate to handle our own requirements; and the inability to meet Cana- 
dian competition arises almost entirely out of the result of governmental policies 
which impose higher cost structures on our domestic manufacturers. 

It might further be observed that to the extent our domestic manufacture of 
bread is reduced, to that extent is the consumption of our domestic farm products 
reduced, particularly of wheat which is our most burdensome surplus commodity. 
This result. is inconsistent with the expressed desires and efforts of Congress 
and the administration to reduce surpluses in this country. 

Since no provision exists for an administrative remedy under existing statutes, 
we are taking this opportunity to bring to the attention of this important sub- 
committee of Congress the plight of these bakers, with the hope that in its delib- 
erations some consideration will be given to their problem. Undoubtedly, in 
other industries comparable situations exist where the entire industry is not 
adversely affected, but a few of its members are. We believe that these individ- 
ual businessmen are as much entitled to an equitable handling of their problems 
as are those businesses where imports adversely affect an entire industry. 

We urge this subcommittee to direct its attention to a solution of the problem 
herein set forth. 


ASSOCIATED RETAIL BAKERS OF AMERICA, 


Washington, D. C., October 8, 1956. 
Hon. HALE Boaeés, 


Chairman, Subcommittee on Customs, Tariffs, and Reciprocal Trade 


Agreements, Committee on Ways and Means, House Office Building, 
Washington, D.C. 


DEAR Mr. CHAIRMAN: We wish respectfully to subscribe to the statement filed 
by the American Bakers Association with your subcommittee concerning compe- 
tition of duty-free Canadian bread with American bakeries. 

This competition is due to an inequitable policy that has long cried for correc- 
tion, and we ask that you give it your earnest consideration. 

Respectfully, 
Wm. A. QUINLAN, General Counsel. 
x 











